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ABSTRACT 

State special education £ inanCe formulas were 
collected and analyzed from the perspectives of both special and 
general education administrators at state and local levels. The 50 
state formulas used in 1980-81 were classified into 1 ma jor • categories 
(flat grant, minimum foundation program, percentage equalizing, 
percentage matching, full state funding of Excess cost of special 
education). Advantages and disadvantages of the formulas were then 
examined according to five evaluative criteria: equity, 
administrative efficiency, adequacy, objectivity, and flexibility. A 
panel of experts evaluated the performance of the evaluative criteria 
from the four administrative perspectives through a questionnaire. 
Major findings included the following: a common terminology for 
describing formulas may be applied to both special education and 
geperal education finance formulas; flat grant and minimum foundation 
programs were the most commonly used formulas; fiscal equalization 
was an important factor in classifying formulas and in formula 
performance, particularly When funding was limited; weighting m&y 
influence placement of special education students; the influence of 
administrative roie on preferences was present bp[t not* pervasive ; and 
full state funding of excess costs achieved the friost satisfactory 
overall performance on the evaluatiye criteria. (Author/CL) 
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an analysis of state special education finance formulas 




by 



Sandra McQuain 

. (ABSTRACT) % 
Special education programs are serVing large numbers of chil- ' 

■* A 

4ren and claiming a growing proportion of the school budget. State 
policymakers responsible, for designing school finance formulas need 

inf ormation on the- advantages and disadvantages of special education 

./ »» 

finance formulas in the context of the total school finance system. 

In this study state epecial education finance formulas were col- 
lected and were analyzed from the perspectives of both special and 
general education administrators at both the state arid local levels. 
The fifty state formulas used in. 1980-81 were * classified into major 
categories. The- author determined advantages and disadvantages <ht 
the formulas according to five evaluative criteria: m equity, . admini- 

4 

strative efficiency, adequacy, objectivity, and flexibility. The 

«» 

analysis considered foqr administrative perspectives on the assumption 

$ 

that administrative role influenced perception of advantages and dis- 
advantages. A parcel of experts evaluated the performance of the for- 
mulas and the importance ,of the evaluative criteria from the four 
administrative perspectives through a questionnaire. 

Asa result of the study, advantages and disadvantages were listed 
for each formula on each of the evaluative criteria. Major findings 
included: (1) a common terminology f or>describing formulas may be 



applied to both special education and 'general education finance for- 
mulas", (2.) the five major ty^es of state special education finance 
formulas in 1980-81 were flat grant, minimum foundation program, per- 

t 

centage equalizing, percentage matching, and full state funding of the 
excess costL of. special education, (3) flat grant and minimum foundation 
program were the^m<js t ^commonly used formulas, (4) fiscal equalization 
was an important factor in classifying formula^smd in formula perfor- 
mance, particularly when funding was limited, *5) weighting may influence 
placement of special education students, (6) influence of .administrative ' 
role on preferences was present but not pervasive, and (7) full state 
funding of the excess cost of special education achieved the most satis- 
factory overall performance on the evaluative criteria. 
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INTRODUCTION 

•The Education for All Handicapped Children Act of 1975 (P.L. 94-142) 1 
i • • 

mandates free, appropriate public education for all handicapped children. 

♦ 

Because it is the intent of P.L. 94-142 to fund only the excess costs 
of special education, leaving the remaining costs to t,he states and local- 
ities, state provisions for funding have a profound impact upon available 
services. 

Not only the level of funding, but also th^way in which funds are 
allocated to local education agencies (LEAs) is important. The special 
education . finance formulas used to determine state allocations to LEAs 
may influence administrative and programmatic decisions at the local 
level. When a formula's incentives and 'disincentives are incongruent 
ttith the intent of state policy or federal* law, spate funding is unlikely 
to satisfactorily achieve its intended purposes.- 

In the wake of both federal and state statutes and case law establish- 
ing a requirement for education of all handicapped children, the number 
of children served in special education program^ and the variety ^of # 

r 

services offered "have increased dramatically in recent years. In 1980-8T, 

2 

4.2 million children were being served in special education programs. 
The proportion of state aid to ' education going to special education 
reportedly increased in thirty^four states between 1975-76 and 1978-79, " 

with eight states reporting growth rates in ttieir special education budgets 

3 

of ovjar 20 percent. In 1978-79 state aid to special education was 
estimated to total between* $2*9 and. $3.4 billion.^ Surveying 261 school 
districts nationwide, the National School Boards Association found that 



administrators recognized special 'education as an area o.f rapidly rising 
cost in the school budget, as special education budgets increase! to : " 
meet the needs of expanding programs ♦ 

Having limited financial resources, states have an interest in 
allocating and- managing education funds in the most efficient manner\ * • 
possible. Although many states have changed their special education. 

finance formulas in recent years , in 1980 special education dit-tegkors 

, ' 6 " - 

in seventeen states anticipated further changes . Typically ;?.tat^,legis- 

latures make formula changes frequently. With a number of stated recently 

•having had their- statju education finance systems declared unconstitutional, %. 

revisions in special education finance formulas seem inevitable . • A 

' ' ' *•-/'* 

research base upon which to. make decisions about state special education ' 
finance formulas could assist policymakers in their task. ' / " 

I ' . T) , . « 

•* 

Purpose • ' * ■ 

The purpose of this study was twofold. First, special education » * » 

V * . .. * : 

finance formulas were classified according to an accepted classification 
system in order. to provide state policymakers a framework that was 'com- 
patible with, general school finance formula classifications and research.' ' 

* . ■ V , ' - ■ ■ ' 7 "<r 

Second, this classification formed the framework for an analysis of 

» -' c . 

major special education f inance'f ormulas" in which advantages and disad- 6 

■ ~ 4- ' ■ 

• . « « ' «;• 

vantages of. the formulas were determined. The research question 'that* 9 / ' ' * 
guided the formula analysis was as follows: j ' - : . >' 



What are the advantages and disadvantages of the major types, of 
special education finance formulas from the perspectives of. both; %*' ■* *f 
special and general education administrators at both the state * ^ 
and local levels, relative to*s£iected criteria for evaluating : v 
finance formulas? * 0 



•TKtpe previous authors' have developed • special education finance 

formula ^classif lcatiorcs and. have posited the policy effect)s t of each type. - 4 

Tfye^fhbmas .classifi'catlGtfi consists of the following .^types' of fiottifeaV 

(l).unit financing, .a fixed sum 'fox each unit of classroom instruction'^ 

administration, and transportation, (2) weighted : formull system, based 

on per pupil .reimbursement multiplied Ay -a; factor, to compensates for 

higher educational costs qf certain- typeso.of programs , ..(3) percentage 
' ' ; - , •■ 

'reimbursement, .in which "the state pays.,a give*'' percentage of the costs- of 
, , " ' j . " " " * '. V. " . •- ; 

special,' education, (4) reimbursement $or~ personnel , in which, all or. a < 

■■ .■■ ' *• ' ' V * *■ : • » 

pprtion^ of personnel salaries axe. p'ai'd,-by the state, (5) straight .sum * \ 
reimbursement, in which the state provides' a set amount per pupil and '■' 
(6). excess cost formula, in which" the „state pays for the cost of the ':' 
education of .handicapped -students overhand above' the' cost of the regular 

_ • , ..'<: . •;»-,-'.. -> »„ . ' 

program. . • '" ' - - . '. • ■ 

* ♦ ' \\ . - -. ... 

y \ * •.. * • .. ' - ., > 

Hartman has suggested grouping these categories together" according, ■"■ 
6o what\e considers to be fhe ■ ma'iji factor upon -which allocation is based, 

' . • * - /> " \* . * ' ■ . < 

in the followfhg manner:^ (1) resource based formulas, Includling* unit , :. 
personnel^ «(2) child based- formulas, including weighted* and straight, - • '■' 
sum% and (3.) cost. based formulas, including percentage and excess 

aosjs. Elaborating upon the Hartman classification \yy "adding three : "" 

^» " i \ ' '■ ' . . *. 

funding mechanisms, Moore, Walker, and Holland described the following V 

formulas,':- (l)vflat grant/student, (2-)', flat grant/classroom or feacher 

unlt> (3). percentage of personnel .salaries, (4) percentage cost or excess 

cost v (5) pupil weighting,', and (6). weighted teacher or classroom; units.': 

v - : ' v ... - - : . ; ..• . ^ ' ', 

In the. present study, nqne. of these classifications was deemed ' : - " 



■satisfactory f or >^escri-bjg^ special e^lucat ion finance formulas in th6 
coutext/)Of the total school finance* system.' * 'While all the elements 
imfluded in- these/previous classifications were important , a classiV ' „ 



£ic$tion., system broad enough- td' include these elements as well as 



a'dfi it ional characteristic's^ and -to organize thetn in su^h aFway as to rt . 

V, . v " ; # - / ' ■ ' ' * ^ ** 

provide discrete formula categories was spught. The categories in " 

Thomas's classification ^are not "mutually exclusive. For example, a, J ♦ 

• • • . - 

unit forrtula als6 v may *be weighted; a personnel formula ^actually is a 

type of ui\lt formula. While Hartman's chiid basfed, rfesoujrce based, br 

cost based formula "categories facilitate separate clarification, Moore, 



Walker, 'and Holland' found these elements ^lone were not sufficient to 
describe how blinds are allocated* . Describing only how the level of , 

educational need Is determined, this classification offers little * 

*' . * v * ■ > A \ ' ' V? • 

information about the way in which. LEA* allocations are calculated. 

y * . ' \ : ^ , / ' 

According <to ."Moo^re, /Walker, and Holland a flat grant per s-t.udent *and a 

. * . * - • ' ' . • s ' ' 

^weighted papjJL formula, though both at,e child ba^ed, operate ih.very ,; * 
different ways. In their classification, thevy attempted to .imp.rdVe . 
upoif Hartsian 1 s classif icaticm by incorporating three funding mechanisms: 
flat. grant, perceritag© 1 , and weighted formulas. v While an expansion 
jbl the nalassif ication* is needed,, these 4 funding mechanisms .and the 
definitions ascribed to l:hem in the Moore stildy'-neither include all \ 
type^ of mechanisms' 'no'r -defiue the mechanisms 'in a way that is .consistent 
with, the ^school finance literature. 

In addition to allowing discrete formula categories , the "classi- ' 
fication should anclude . the dimension of equalization in order, to be 



comprehensive. Contrary to the contention that given the .same "assump- 
tions Various rormulas yield the same amount of funding, -equalizing • 
formulas generate varying amounts of funds according. to' LEA fiscal . . 
capacity. ' None .of cjys three previous classifications included equali- 

ft v ' « , # 

zation as a formula characteristic. \ ' * * 

'- " ' A 'more comprehensive classification, which allows separate formula 
classification- and yet is broad ' enoogh to encompass the elements 
addressed in the above studies, is' the classification developed by the 
Rational Educational Fini^W Project iNEFP) and used, throughout "the 
school finance literature. As described by. Johns ,■ Morphet, and Alexander 

, ■ .v 

■the classification is as; follows/: ^. ' . . 

I. Flat (kit), grants „ :' 



'/ * A. Uniform flat grants "per distribution unit 

B v Variable flat grants' reflecting unit cost variations 

\ . * 

II. Equalization grants (cost units uniform or reflecting 
'cost variations) 

» 

A- Strayer-Haig-Mort (foundation) # programs L 
• B. Percentage equalization, state-aid ratio, or 
' guaranteed valuation programs 

> C. District power equalizing programs 

III. Nonequalizing matching grants 
* An adcy.tional eateg^ry often ignored because it is used in only 
one. state is. that of full state funding. The elements addressed by 
the three previous classifications of . special education finance for- 
mulas may be subsumed under this NEFP classification. While the oper- 
atlqn of these formulas has been modified somewhat for use in special 
education, they remain the basic formula types.. 



10 



Developing a framework for classifying the special education 

finance formulas provided the basis for a new analysis of «the formulas. • 

n determining advantages and disadvantages of formulas a "macro" 
\ * < 

analysis of the. performance of fthe formulas in relationT to the total 

- kU 

school finance System rather than the "micro" effects on individual 

classrooms was emphasized. This "macro" analytical perspective frequently 

is representative of the p^int of view of state policymakers.' Effects 

on individual classrooms, although important, may be confounded by 

t • 
many local factors unrelated to the special education finance formula. 

State policymakers also should be aware of the needs and opinions 
of administrators at tfther levels of the educational organization. 
According^ McCarthy ''and Sage, what one sees as an advantage. or 
disadvantage may depend^pon one's role. . Thus the evaluative per- 
spectives of school admSStrators at both the state and local levels 
who implement the finance formula were v considered^! the analysis. 



r. 



; v f< 
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METHODOLOGY 



Givfen the parameters of previous research and^the current need 

for comprehensive information on special education finance' formulas,- 

the ^following research question -evolved: 

What are the advantages 'and disadvantages oT the major types 
of special education finance' formulas from the perspectives 
of, -both special and general education administrators at both 
state and local levels relative to selected criteria for 
evaluating finance formulas? 

In order to study this question, a methodology consisting of three 
phases was^employed ^ Fir^st, state special education -finance formulas ., 
were classified. Second, yithin this classification the advantages and 
disadvantages of the formulas wefe analyzed according to accepted crite- 
ria for evaluating school finance formulas. Third, «a panel of 'experts 
evaluated the major types of formula* according to the accepted crite- 
ria. Finally, the researcher's analysis and the panel's evaluation were 
synthesized into a comprehensive outline of the advantages and 
disadvantages of each major formula to be used by state policymakers 
involved in designing special education finance formulas. { 

* ■ -V 

Classification of Special Education Finance Formulas, 



Both special education and general education finance formulas for 

» 

<^ 1980-81 were requested from the ch.ief state school officer in each of 

the fifty states. The general education finance' formulas # were collected - 
. 'in addition to the special education formulas, because in some states 
^ special education funding is. allocated thrpugh the general education ' 

J formulas. Since special education formulas were to be- analyzed in the . 
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context of. the overall system, information concerning the goals. of the 

general education finance system was useful in determining whether a # \ 

state' s'special education formula was consistent with those £t>als. 

When thef formulas were requested, each chief state school officer was 

asked whether special education funding was: (1) forward., pa±^ to the * 

districts before expenses were incurred, (2) current., paid when expenses 

♦ 

were incurred, or (3) reimbursement, paid after expenses had been Incur- 

red. It was anticipated that this information might not be^ included ift 

the. state"statutes describing tpe formulas. In addition $> the formu- 

las, studies of the Estate 1 s special education finance formula also were 

request edj if available. Formulas- were received from all f if ty* states, 
v 

with the exception of North Dakota, which sent .only fcts general educa- 
tion formula. When the special , education finance formula was not 
forwarder, a 1982 description of North Dakota s formula was substituted. 13 
Studies were received from fifteen states. . 

In o*rder to' develop the formula classification, feach state general 
edudation atw special education finance formula was studied, and the 
major characteristics of each special education finance formula were 

s 

outlined on note cards, A chart was developed to display the 

major, characteristics of the formulas. In addition to the major types 
of formulas, .characteristics describing the. special education finance 
.formula's relationship to the general education finance formula, the 
measures of educational need employed by the formula, and the timimg 
of funding distribution were included in the chart. - 

From among the types of formulas commonly found in the school 



• • f . * 

.finance literature, five major types of special education finance 

formulas were identified through fche charting process: (1) flat grant, 

(2) minimum foundation pro&fam, (3) percentage equalizing, (4) ✓percent- 
al .% 

age matching, and (5)* full state funding* of the excess cost of special 
education. Wfth the Reception of the .full state funding of excess cost^ 
formula, these formulas form the basis for school finance systems as 

described by major textbooks in the f ield *bf school finance. Full 

v. 

state funding of 'the excess cost of special education is by tiefinition 
* * ♦ 

unique to special education finance, and it has been described in thfc 
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special education finance literature, 

\ 

Within each of the major types of formulas, there was mucTPvaria- 

*tion in how the f ormulas^operated . After reviewing all formula^ and 

charting the characteristics found therein, it was determined that 

the following characteristics would be included in the classification, 

in order to adequately describe- the five major formulas: (1) internal o 

external to the general education f.inance formula, (2) unweighted or 

weighted grant, (3) pupil, unit, instructional unit, or formula based on 

program cost, (4) weighted dollar am6unt per unit, weighting faqtor, 
% 

weighting by class size limits, bracketed class size limits*. (5) type of 
pupilr^ount: enrollment, average daily attendance (AQA) , average daily 
membership (ADM), full time equivalent (FTE) , and' (6) forward, current, 
or reimbursement funding. Item (1) describes the formula's relationship 
to the general' educaticm finance formula. Items (3) through (5) 
describe the measures of educational need , and item (6) describes' the 
timing of funding. 



X 



I0t , 



The chart resulting from this process displays' the states along 
the side and the above type's of formulas^ and characteristics across the 

* ♦ 

'top. .(see Table 1); After having charted the characteristics of each 
.state special education formula, the most common types of .formulas 
4nd combinations of characteristics were determined (see Tables 2 
through 7) . 

Analysis of Special Education Finance Formulas 

4 * t ' " ' 

4 

By identifying the major types of spepial education •- finance formu- 
las and describing their essential characteristics, the classification 

of the^f&rmulas in the first phase of this study provided the framework 

' * 
^through which the research question could be answered/ The research 

question had two aspects. 1 It required not only an -analysis of the ' 

advantages and> disadvantages of the formulas, but also that the analysis 

consider the evaluative perspectives of different kinds of administrators. 

According td McCarthy and Sage, what one^s6es as an advantage or 

disadvatltage may depend upon one's role and responsibilities. There- 
* < ♦ 

f^re, the* formulas were analyzed from the following viewpoints: 

(1) state education agency (SEA) special education administrator, (2) SEA 

general education finance administrator, (3) local education agency (LEA), 

special education administrator, and (4) LEA general education finance 

administrator. 4 » These four administrators were chosen because they are 

representative of the administrators who actually operate schobl finance 

orjnulas and administer the programs funded by them. As each formula 

was examined, the researcher hypothesized the advantages and disadvantages 

/ 



of the formula for each'of .the above administrators in light of the 
responsibilities and concerns associated with the position. 

In order to systematically analyze the formulas in a comprehensive 
and consistent manner, evaluative criteria and subcriteria were selected 
for the analysis^of all formulas. Upon reviewing the accepted criteria- 
'for evaluating school finance formulas, 17 the following five criteria 
emerged as common to mos£ suggested evaluation frameworks: equity, . / 
administrative efficiency, adequacy, objectivity, and .flexibility,. Advan-' 
tages and disadvantages were defined by how well each formula performed 
on these criteria. Although a formula ideally should satisfy all five of 

I 

t^he evaluative criteria, it should be noted that a high rating on one 
criterion may contribute to a low rating on another?' For example, a highly 
flexible formula may tend % exhibit low /administrative .efficiency . The 
five major criteria and subcriteria specifying their application to special 
education are defined below. 



Equity »' 

Equity means that each child has an equal opportunity for education 

. y 

independent of the -fiscal capacity of the LEA in which he lives. - For a 
formula to exhibit equity, LEAs should have equal access to financial 
resources for providing an appropriate education to all students. 

Ability to equalize fiscal capacity . The effects of LEA fiscal 

* 

capacity are neutralized, that is, state funds are distributed in inverse 

proportion to the LEA's ability to generate financial resources. 
0 * 
Congruency with goals of the overall finance system . The special 

education finance ^formula ideally should be compatible with the general 
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\ • • 12 . . . ^ ' . 

- ^ ' I 

education* finance formula. Since most general education finance formulas 
have fispal equalization as a major goal, the special education \ 
* finance formula should enhance ^fiscal equalization. ' * , 

Ability to vary allocation of funds according to educational need . 
The lfvel of need for educational services and the. costs associated x^ith 
meeting those needs varies among LEAs . For example, some LEAs may have 
a larger population of handicapped students than others, thus requiring 
more special education services. Other LEAs may have a high concen^\ 
tration of severely handicapped students, requiring more intensive and 
generally more expensive services'. Promoting equity ~ involves providing 
funds according to edi j^ ^onal need, so that LEAs with high service 
needs wij.1 not be mqpe heavily burdened financially than those with 
lesser needs. 

Ability to vary allocation of funds according to the cost (price ) 

of services . The cost of purchasing services may be higher in some 

geographic locations than others. Theoretically, varying the LEA's 

< 

allocation to allow for differences among LEAs in the price of services 
(e.g. salaries, contracted services,* facilities) contributes to equity 
by providing financial resources needed to support appropriate. special 
education, which all LEAs must provide regardless of cost. In practice, 
identifying factors that indicate the cost of education is difficult. 
High expenditures may be associated with high fiscal capacity. If so, 
| a cost based formlila may re&ult in more state aid flowing to high fiscal 
capacity districts tman to low fiscal capacity districts, 

• ' 7 
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/ 

Administrative Efficiency 

A formula that exhibits administrative efficiency is one in which 
the time, expense, and- effor| required to operate the' formula are rea- 
sonable in relation to the return yielded. Unproductive practiced are 
discouraged, and economical practices ar\e encouraged . 

Amount o f reporting and paperwork associated with the formula is 
minimized. Although all formulas require reporting and paperwork, the 
amount should be kept to a level that is reasonable in relation to the 
administrator's other duties and in relation to the level of funding 
received by the LEA. * 

Provision of incentive for the LEA to control costs . Funds are 
expended in an economical manner, so that the LEA obtains the greatest 
amount of services possible for the smallest amount"*of funding. The 
formula encourages restraint in budget growth. ' 

Predictability of LEAs ' funding allocation . LEAs may predict the- 
amount they will receive in state funds. SEAs may predict the amount 
they will be obligated to pay the LEAs. 

Ease of understanding how the formula operates . This is the sub- 
criterion of simplicity. 

Availabil ity of accurate data for operating the formula . Child ~ 
count's, unit counts, or cost d\ata are readily available and accurate. 
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Adequacy 

Adequacy~of Che special educatioa finance formula generally depends 
' upori the level of funding appropriated by the, state legislature for dis- 
tribution through the formula* Because this study did. not analyze the 

j >■ ' ■ 

level of Utate funding in dollar terms, adequacy is evaluated according 

* ■ ■ " ■ ' v* f 

to the fonnul^s^ 'potential, for attaining TLts intended purposes* 

Congftuency or the special edifrsation finance formula with the 
state ' s* phi losophy ofr^sp hool -feinance and control of the schools. Some 

nT — — 

s%^tes assume the major- responsibility for financing special education, 
while others leave -responsibility to the LEAs.. The x state may hjave a, 
tradition of lo.cal control, 'or the SEA may play a major rol? in, educa- 
tion policy. Finance formulas may either reflect fv hinder these philo 
sophies. & 

Inclusion of all mandated special ^ducation services in t\m - \^ 
formula .. Both state and federal special educat ion laws mandate appr</- 
priate special education and related services. In order to ensure that - 
the mandates are implemented , the state may provide adequate funding for 
services . 

Objectivity • 

Objectivity may be defined as the formula'is resistance to manipula-, 
tion by either the SEA or the LEA. An objective formula is precisely 
stated, so that it is not subject to manipulation in placement of spe- 
* cial education students, fcata reporting, or in calculations for deter~ 
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mining allocations. Its operation relies on following * well-defined 
procedure rather than oh subjective decisionmaking. . * 

Verifiabi lity of formula data /' IJpon inspection j.t may ba, deter- 
mined t'hat child count, unit count, or expenditure data are accurate. 

Resistanc e of formula calculations to manipul ation. The calcula- 
tions -required for determining the allocation to the LEA. are mechanical 
,or mathematical, rather than requiring subjective judgment on the part 
of the SEA administrator. " „ ' ..: • 

. ■ * . ■ 

Neutralit y of • the special education formula toward individual, pro -' 
gram placements.. A neutral formula is one. that does not provide finan- 
cial incentives for' favoring one kind of special education placement 
over another ,. thus possibly influencing erroneous "labeling" and place^, 

ment of students to attain maximum special education fupds. 

■ , - " * ' 4- 

f . 

Resistanc e of data to manipulation . Objectivity is influenced by 
the degree to which LEAs or SEAs may manipulate data such as child 
counts, unit 'counts, or cost data to their financial advantage . 



Flexibility * ft 

Flexibility traditionally has been defined as the ability of the 
formula to accommodate changes .in the prices of services*. As it applies 
to special education formulas, flexibility also refers to the ability to 
respond to needs of LEAs in varying geographic areas, of various sizes, 
and with different' economic conditions, and the ability to respond to 
changes in service needs midyear or from year to year. 
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. AbiHty to- accommodate changes in educational need and cost , ^The. V\;^\/ 

V . - .... 7 » 1 ' ' 

formula' is flexible in assisting LEAs in financing services in response ^ 
^ to changes in educational need and cost, such as' changes in numbers of s 
handicapped students exhibiting various handicapping conditions or , \ K - 



' increased .prices of services. The flexib le ' formula would aufcbn^tieally 
account for these changes yearly, and might provide additional 'funds* in 



• # a*- 



/ 



/ 



ERLC 



response to changes in midyear 



erf 

/ 



Facilitation of program innovations ancf aev programs . The flexible a \ % 
formula allows LEAs the opportunity to make changes in their program ? 
designs or. to add. new programs and, services , by allowing them to generate 
funds or to shift funds to these . services . * 1 

■ ■ 

Ability to fund various program structures designed by LEAs . ' t. 
Rather than finding according to a specific program structure, the spe- 
cial education formula allows LEAs the option to design their own pro- 
grams to meet local needs without being penalized financially. 

Promotion of a continuum of placements consistent with the princi - 
pie of placement in the least restrictive environment . The formula pro- 
vides funds foV a continuum £>f" al ternative service configurations for 
the various exceptionalities, from the least restrictive placement in a 
,regular classroom with consulting services to the most restrictive spe- 
cial classroom or residential placement. (Many states fund residential 
placements through a separate formula). 
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Adaptability tojfeeds of LS&s of various siz,es and locations ♦ The 
-gprmu la -makes it possible for both fcraalJL and large LEAs' to generated 
:v enough* fundsffco* nyffintain the ,neces3>ary range of programs as w^H as 
meets the needs, of LEAs in various- locations such a« rural and urban 



areas, 

- > 



x Formula Analysis , • ■ " 

* The analysis of the formulas was based 'primarily 9a "the judgraent ; of * ' 



the researcher* whci hypothesized the advantages and;*disadvantages of,, the 
formulas relatiye to the evaluative criteria by taking the viewpoint pf 
each o£ the four kipds of administrators, ,The ,resedrch6r drew^ upon the 
1 * ' literature Review, a review of studies on individual --state* formulas, and 
V limited numb e 5 t>f peMonSl* inte^iew^ and telephone interviews con- 

iff * .z *. <P" " ' 



.ducted 60 gatb^r further information* on special education ■ finance formu- 
If 8 - ^AJthbugh a *dfei imitation Af 'this stud)/ was that is was not based on 
.^information from ^Ctual jis^rV of the fi^pmulas, th'e sparcity of litera- 
ture oh ^special^e^ucation finance made it advisable to generate further 



inf ormation thrtfu'ghftnteifViews t •Personal interviews were conducted with 
William. S chipper , Natidnal Association of State Directors of Special 



Ed\ 



ucation MNAJj^E), Gary Snodgrass, NASDSE., and Frederick J. Weintraub, 
Council for Exceptional Cl^.dren. "Administrators in the following 
stat*| Were contacted by telephone f or crlar if ication of their state's 
formula: Alaska, Arizona, Kansas, Kentucky, Louisiana, Montana, New 
Hampshire, Oklahoma., Pennsylvania, West Virginia, Washington, Oregon, 
and Alabama. 
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Panel Evaluation of the Major Formulas » 



t 




, The researcher's analysis of special education finance formulas was 
supplemented by an evaluation by a panel of experts representing .general 
/education and special education finance and administration. Althpugh 
little had been published in the v literature regarding the. advantages and 
disadvantages of special education finance formulas, this Was not con-' 
sidered to be indicative of the information available in the field -among 
researchers and practitioners who have worked with individual states. ,A 
number of states have conducted studies of theit own formulas, and 
finance experts have consulted with state legislatures in developing a 

ber of state special education finance formulas. In view of the lack 
of published studies, which otherwise would have been used to support 
the analysis, expert opinion was sought as a valuable source of informa- 
tion for evaluating the analysis. ; 

A panel of ten experts in the field off school finance and special 
education finance and administration was selected on the basis of their 
knowledge, experience jLand, research conducted (see Appendix B'for 
vitae of panel members). Each panel\iember was offered an honorarium of 
$100. .Dr. R. Forbis Jordan elected to participate in the study without! 
receiving the 1 honorariutn. ' 
The panel members ware as follows: 

William H. Cochran, Deputy Superintendent of Public Instruction, 
Virginia Department of Education, Richmond, Virginia 
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Nelda H* Cambron-McCabe , associate professor, Department of 
Educational Leadership, Miami University, Oxford, Ohio. 

James F. Dyk, Director .of Special Education, Wichita City Schpols, 
Wichita, Kansas y 

K. Forbis Jordan, Senior Education Specialist, Congressional 
Research Service , Library of Congress, Washington, D.C. 

John W, Melcher, former assistant superintendent of Division £dv 
Handicapped Children, Wiscons£n Department of Public Instruction, 
Madison, Wisconsin , 



Van Mueller, Department Head, Department of Educational 
Administration, University of .Minnesota , Minneapolis, Minnesota • 



Jihard k. ROssmiller, Chairman, Department of Educational 
ministration, University of Wiscons in , . Mad ison , Wisconsin 

Angele Thomas, Director of Alternative Education, Manassas Park 
City Schools, Manas s a s P ar k, Virginia 

L. D. Vuillemot, Superintendent, Special Education District of Lake 
County, Gurnee, Illinois " \ 

William R. Wilkerson, professor, Department of Educational' 
Administration , Indiana University , 3 looming ton , Indiana 



Quest ionnaire 

'Each panel pember was mailed a questionnaire and materials explain- 

ing the study. The questionnaire was designed to ob tain ratings of the 

* \ 

.formulas using the same evaluative framework and the same four adminis- 
trative perspectives the researcher employed in hypothesizing the advan- 
tages and disadvantages of the formulas* The* five evaluative criteria 
and subcriteria were defined for the panel, and the five major formulas 
were described (see Appendix A for evaluation materials). Each panel 
member was asked, to assume the 'role of one of four kinds of administra- 

A « 

tors: '(1) SEA special education administrator , (2) SEA general educa- 



tion finance officer, (3) LEA special education administrator, or (4) 
LEA general education finance officer. 

The questionnaire consisted of two sets of rating scales upon which 
the respondent was asked to rate the five formulas for each evaluative 

r • « 

criterion and subcriterion. First, the respondent was asked, "How 'does ' 
tftte formula rate?" on each criterion and subcriterion. A four-point 

scale was provided, for the response, with the scale values as follows- 

' .' t . ) 

1 — poor performance on this criterion, 2--fair performance "on this cri- 
terion, 3— good performance on this criterion, and 4— excellent perfor- 
mance on this criterion, v. 

* * 

How well the formula performed gave no indication of whether the 
administrator would favor a formula having good performance on that cri- 
terion, however.* Therefore-, the panel member also was asked to rate the 
importance of the' evaluative criteria for each formula .^On th^s second 
sc^le the respondent was asked, "How important is this criterion?" that 
is, how important was good performance on this criterion to the adminis- 
trator whose role the respondent had taken. The scale Values for this 
four-point scale were: 1 — not important, 2— limited importance, 
3— important, 4— hig-hly important. Space was provided for additional 
comments^ related to the ratings. 

A second part of the questionnaire asked whether the respondent's 
answers would have been deferent if another role had been assigned, and 
if so, how would they haveTHifi^fed^ResponsO were open ended. Panel 



members were asked to respond ' tjrthe above questions for each of the 
fiv v e major types of special education finance formulas 
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Assigned!^ roles for panel member^ yere divided into equal numbers of 
special education administrators and .general education finance adrainis- 
trator? and equal numbers jof state and local adrainis tratorS as follows: 
• William H. Cochran — SEA general education finance administrator 



4 ' »v 



4 

Nelda H. Carabron-McCabe — SEA general education finance 
Administrator' \ v ■ 

James K Dytar-LEA special education adrainis'trator ' 

K. ForbiS Jordan — SEA general education finance' admifiis crator 
• «r # 

John W. Melcher — SEA special education administrator 

Van Muel ler — LEA general education finance administrator 

Richard A. Rossmi 1 le^~ SEA special education administrator" 

Angele Thomas — LEA special education administrator'^ 

L. p.*Vuillemot — LEA special education administrator 

William R. Wilkerson— LEA general education finance administrator 

Wherever' possible , panel members were asked to take the role most 

closety matching their professional position. For panel members not 

currently holding a position comparable to one of Che 'four r administraT 

' , * c V 
tive roles, the role associated with' the university "teaching responsibi- 

lities, research, attd consulting experience of the panel member was 
chosen. 
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Data Analysis 

k * Questionnaire data were analyzed both quantitatively and qualita- 
tively. For the two sets of ■ rating scales applied Vo each of the five 
formulas, analysis was. as follows: 

« (1) The mean irating for each formula on each evaluative criterion 
and subcriteriort was determined for all respondents as a group. 

(2) The mean rating for each formula on. each evaluative criterion 
and; subcr iter ion was determined for each of the administrator subgroups 
SEA special education administrator, gEA general education finance 

_ * . 9 

administrator, LEA special education administrator, ahd LEA general' 
education finance administrator. 

(3) The mean ratings for each formula on each evaluative criterion 
and subcriterion for the following subgroups were 'determined : all SEA 
administrators, . all LEA administrators, alT special education adminir 
strators > and all general education finance administrators. 

(4) The mean overall rating for each formula was determined'. . ' 
In addition to tKe quantitative data, two kinds of qualitative dat 

were analyzed: comuents related to items on the rating scales and 
answers to the questions regarding the effect of a change in administra 
tive role on the ratings. Comments related to items on. the ra^hag seal 
were grouped according to the : foUr Administrative categories, ' This 
information then was used in interpreting the means on ^dividual items 
and in relating the quantitative data to the researcher f s hypothesized 
analysis of the formulas 1 advantages and disadvantages. Responses to 



27 , 



23 / 



the three open-ended questions asking whether the formulas would have 

been rated differently had the respondents been given each. .of the other 

three administrative roles also were grouped according to the adminis'tra 

tive role to which they referred. These data were used to identify 

sources of conflicting preferences among the four types of administra^ 

tors , . 6 

"In order' to evaluate the hypothesized analysis of the five major 

types of formulas through the data provided by Che panel of experts, a 

content analysis of the researcher's analysis was employed. A chart 

was. developed fot each criterion, listing the researcher's hypothesized' 

advantages and disadvantages for each of the five formulas. on that 
18 

criterion. Next, panel members' comments taken from the question- \ < 

...... \ 

naires we^re listed, on the tl^t. Fill ^Mjb : ^ he $iantitative ratings 
for each formula on eactv criterion V^^jlsted on the chart. 

v ' The final goal of this process was to produce a composite list 
of the advantages and disadvantage3"~ol^>each formula on each evaluative 
critetion. The final outcome is displayed in Tables 13 through \ 17. 
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RES.ULTS OF FORMULA CLASSIFICATION AND PANEL EVALUATION 

V 

The~results~of the three phases of this study are reported in 
.this section. In the first phase, the formulas, collected from the fifty 
stales, were classified into five major types of formulas. These formu- 
las will be defined And the results of the classification of 1980-81 
state special education finance formulas will be reported. 

In the second phase of the study; the advantages and disadvantages 
of the five types of formulas were analyzed from the perspectives of 
SEA and LEA administrators in both special education and general educa- 
tion. Because the researcher's analysis was revised in light of the 
panel evaluation of the formulas, the analysis will be summarized. 19 

In the third phase of the study a panSl of experts was asl^ed to 

evaluate the formulas through completion of a questionnaire. Results 

* 

of the questionnaire ^ill be presented in the last part of this section. ' 

Formula Classification 
t 

Within the context of the* total school finance system,, special 
education formulas ^may be classified into five basic categories: 
flat grant, minimum foundation program, percentage equalizing, percentage 
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matching, and full state funding of' the excess cost of special educa- 
tion. While the basic structure and philosophies of these formulas dif- 
fer, they nevertheless have some common characteristics. Knowing that a 
formula is a flat grant .or percentage equalizing is not sufficient to 
describe how the formula operates. To facilitate the discussion of the 
major formulas, the pupil accounting systems or measures of educatio\\al 
neeji., which may be applicable to more than one formula and which provide 
the detail^ of operation, will be described first, Then each of the 
five major types of formulas will be discussed. 



Measures of Educational Need t> 

s, In Table 1 the formula classification is presented For each 

* 

state, the formula is classified as one of the five major types • Beyond 
that major classification, a number of .additional characteristics 
describing the formula are provided. First, the formula may be either 
internal to the state's. basic grant-in-aid to LEAs' for education or it 
may be external, allocated through a categorical grant separate from 
general education funding.' Theoretically all the special education 
finance formulas except the full state funding of the excess cdst of 
special education formula could operate either internal or external' to 
the general education finance formula. In other words, these essen- 
tially are the same formulas used for general education funding. Since 
full state funding of excess cast applies only to special education 
costs, it automatically becomes a categorical grant* Tn "practice, the r 
percentage matching formula also is categorical for special education, 
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Table 1 



Characteristics of State Special Education Finance Formulas 
Classification of Formulas for 1980-81 
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Table 1 { continued ) 
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Where 1 is used to denote weight, Che formula has only one 
weight for special education. 
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because this formula wad not u^sed for general education in any of the 

N 

states in 1980-81 . 

Whetfier internal or external tQ the basic grant, special education 

finance formulas incorporate an assortment of measures of educational 

need for determining the allocation for each district . Attempting to 

promote equity in their finance formulas, states may equalize fiscal 

capacity among LEAs , and they may allocate funds in proportion to -the 

level of need for educational services. Providing the same amount of 

funds for each district would not be equitable if some districts served 

more students than others, or if some, needed to provide more expensive 

services than others* The extent to which one LEA is entitled to more 

funds than another iq order to meet a higher level of educational need 

is measured in one. of three ways. Number of pupil units or number of 

instructional units may . represent the LEA's level of need, or the state 

may elect to pjay a percentage of the actual expenditures, reported by 

i 

LEAs. 

Pupil unit formulas obviously require a method of counting pupils 
for tfhom the LEA wi*ll receive funding. The instructional unit formulas 

L 

may require >a. pupi 1 count, a count of classrooms or personnel, or units 
may be appr©ved subjectively by the state* When a pupil count is used 
in determining instructional units, the total number of pupils generally 

• • - V * 

is divided by the number of pupils the state has defined as a unit. 
For either pupil units or instructional units, pupils may be 

* * \ 

counted in one of several) ways'. Among the 1980-81 special education 
finance formulas, three methods of pupil accounting were found:, average 
daily attendance (ADA) , average daily membership (ADM), and enrollment 
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or headcount. To compute ADA, at tendance might be taken every half day 
and averaged over a specified period of time. For the ADM method, the 
number of pupils in membership over a specified period of time is aver- 
aged. For exam|*le, a pupil might have to be in attendance one out of 
fifteen days to be counted a member. Enrollment or headcount/xnc ludes * 
pupils who are on the school roll, for example, those identified as 
handicapped and having an Individualized Educational Program (ifep) on 
file on any specified day during the year. ' 

In addition to ADA, ADM, or enrollment, LEAs may wish to consider 
not only the number of pupils in sctibol or enrolled in special educa- 
tion, but also the amount of time the pupils spend in special educa- 
tion. Sifnce federal law requires that handicapped students be educated 
with nonhandicapped students. as much as possible, many special education 
students spend part of their day in the Special education' classroom and 
part in the regular classroom-., By specifying how much time is spent in 
special education, special educatipn funds may be allocated only for 
that period of time. This is the full time equivalent (FTE) accounting 
method, which may be used in conjunction with ADA, ADM, or enrollment 
counts. Prorating part-time special education pupijls rather than 
counting them as one pupil results in a lower county for special educa- 
tion than counting every pupil in special education fgr any period of 
time as one • * ""*\ 

Whether they are based on a pupil unit or an instructional unit, 
formulas may provide, for further differentiation of,, educational need by 
assigning weights to the unit count for higher cost programs. For exam- 
ple, the number of pupils identified as educable mentally retardo^jltght 
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be mu It 1 pi i ed by a factor of 2*0, wh i le the number of pu pi Is id en t i f ied 
-as multiple handicapped might b£ multiplied by a factor of 3*5 to re- 
flect the greater cost .of these programs relative to the cost <^f regular 
education, which might be weighted 1.0. Another method of providing for 
differential costs is to set the number of pupils required for an 
instructional ujiit lower for the higher cost programs. For example, a 
unit for the educable mentally retarded might allow fifteen pupils, 
while a unit for the multiple handicapped might allow only eight pupils. 
A third method is to provide different amounts of funding for different 
kinds .of instructional units, for^example, $2600 for a unit for mildly 
handicapped and $4000 for a unit frr severely handicapped pupils. One 
weight may be assigned to special education, vocational education, and 
other, programs, or weights may be^assigned for each handicapping coodi- 
tion, 'service configuration. (e.g. self-contained class, resource room), 
or severity of handicap (e.g. mild, moderate, severe). 

The third metho^of measuring educational need is based on progi&m 
cost. Rather /than counting pupils or classrooms, this method requires 
that'actual expenditures be .reported by the .LEA. Assuming that LEA 
expenditures are an indicator of educational needs, no farther measure- 
ment of need is necessary. 

Flat Grant Formula . . 

A Mat grant formula is one in fohich a specified amount per unit of 
.need is allotted* The amount of funding per unit is established by the 
state, and no provision is made for adjusting the LEA 1 s allocation 
according to fiscal capacity. 
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Flat grants may be either unweighted or weighted. An unweighted 
flat grant provides one amount for each, pupil or instructional unit, 
regardless of the cost of the classes or services being funded. For 
example, every instructional unit might be allotted $2600, even though 
the cost of operating some classes would exceed tttis amount. In af 
weighted flat grant, the instructional unit or pupil unit is weighted 1^ 
one of the previously described methods Co ref l»c t„ the differential cost 
of services. 

The flat grant formula may be written as follqwsj 
State Aid ■ K x N(wt),, in which 



K ■ constant dollar amount per unit 
N ■ number of units (pupil or instructional) 
wt * factor representing cost differential^ (optional) 

Designed^ offset the^cost of meeting state standards for educa- 
tion, the f/at grant was th* earliest type of school finance formula. 20 
In special^education^^Uir v still serves" the function of assisting states 
in meeting program mandates. 

In Table 2 the. eighteen states that used a flat grant as their 
major special education finance formula in 1980-81 are listed. A sub- 
stantial majority of sixteen states operated the formula as a categori- 
cal grant, external to the state's general* education finance formula , as 
indicated in Table 3* Because states often prefer to consider LEA fis- 
cal capacity when allocating general education funds / a flat grant may 
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Table 2 ■ 

Major Types of State Special Finance Formulas 
Cla8aif ^cation of the States for 1980-8,1 



Plat Grant 


Minimum 


Percen^ge 


Percentage 


Full State 




Foundation 


Equalizing 


Matcning 


Funding of i 




Program 






Excess Cost jj 
Co3t of I 
Special 1 
education | 


Alabama 

1 ' * 

Alaska 

2 


Arizona 


Connecticut 


\*v i oraa o 


Hawaii. • I 


Florida 


Maryland 


liicn igan 


New Hampshire D 


Arkansas 


Georgia 


Massachusetts 


Minnaenhd 

"ill 11 VS SULCI 


Pennsy 1 van la 


California 


Idaho 


New York 7 


v a via Caita 




Delaware 


Iowa 




Lieu ta8Ka 


• 


Illinois 


Louisiana 




Oregon 




Tnd iana 


Maine 




South Dakota 




Kansas 


Mississippi 




Vermont 




Kentucky 


Nevada 




Wisconsin 




Missouri 


New Mexico 








New Jersey 


r 

South Carolina 






North Carolina 


Tennessee 








4 

North Dakota 


Texas , 








Ohio 


Utah 




% 




Oklahoma 


West Virginia 








Rhode Island 5 


Wyoming 








Virginia 










Washington^ 











Full state funding for Rural Education Associations. 

2 

Special class funded as excess cost; salaries funded up to 
state average. 

3 s 
Division I and II funding* 

4 * 
National Association of State Directors of Special Education, 

A Description of State Funding Procedures foj: Special Education in 
the Public Schools July, 1982, 

Excess cost formula with, a limitation on reimbursement. 

6 

Intended to be full state funding. 

7 

Public Excess Cost Aid Formula. 

8 

Full state funding of ail education expenditures. 6 
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Tabl$ 3 



State Special Education Finance Formulas-Flat Grant 

1980-81 
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CO 
CO 
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OJ 


.w 


0 


CCJ 


CO 
















a 










CU 




a 

0 


CO 
0 


Am 








w 






« 






cu 
g 










u 


.c 


4J 






oo 
c 




•3 

4) 


a 

0) 






f 






cu 

CD 




CO 

c 


tQ 
C 


u 


0< 




o 

9 


B 




4J 




u 

0) 


a 










c 


»- 

3 


States 


u 

<u 


u 

<u 


JS 
00 






w 

u 


u 
« 


.£ 


JZ 
00 


00 


J* 
u 


0 








CO 


0) 

u 






u 


u 






a 


09 


0 


•H 


•H 




CO 


u 


< 


z 


Cz3 


u 








a 


X 




c 


9 


a 




4) 


<u 


0J 


. u 


c 


Q 


Q 


H 


0 










■ W 




S3 










. 


■* 




w 




^! 


Cb 




o 




Alabama 
Alaska 




X 




X 




X 












X 










X 




j 


X 


X 






X 




X 












X 




X 






Arkansas 




X 


X 








X 










X 










X* 




California p 
Delaware 




X 


X 






X 






X 






X 










X 




X 




X 






X 






• 


X 




. X 














Illinois 




X 




X 




X 














X 








X 


V 

X 


Indiana ■ 




X 


X 




X 








X 










X 






X 


X 


Kansas ^ 




X 




X 




X 


















X 




X 




Kentucky. 


X 




X 






X 








X 


X 




. X 






X 






Missouri 




X 


X 






X 




X 








X 










X 




New Jersey 




X 


X 




X 








X 






X 








X 






North Carolina 
North Dakota 




X 


X 




X 






( 








X 












X 




X 


X 






X 












X 








X 






Ohio 




X 


X 






X 




X 












X 






* 




Oklahoma 




X 




X 




X 


























Rhode Island 




X 


X 








X 


X 


















X 




Virginia g 
Washington 




X 


X 




X 


6 




X 




X 


X 






X 






' X 






X 


X 






X 








X 




X 














Total 


2 


16 


14 


4 


4 


12 


2 


7 


3 


4 


2 


9 


2 


✓4 


3 


4 


10 


3 



t 



1 * ' 

Amount per unit baaed on district coats for special education; full, 
^funding for Rural Education Associations. 
Special class funded as excess cost; salaries funded up to state 



3 average, . 

^?or Division I and J£- funding. 

^Weights taken from administrative regulations. 

^Weighted as approved .by State Board, 

From National Association o£ Stace Directors of Special Education, 
A Description of State Funding Procedures for Special Educatipn in 
? th/ Public School, July, 1982, 

^Calculated aa A excess cost fo^gfmla with a limitation. 
Intended to be full state funding. 
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H ,4;,^?tppriati for general education, even though it is used 

: fpr. Special education / ' -; Second, if a flat gr<mt is used £pr J>6th the 
'-general" education and special -education formulas it matters little ^ 
Vhether the special education, funding is internal -or external to the 
general education grant, as long as it is identified as special^ educa- 
tion's entitlement. * 

Among the three measures* of educational need listed in Table 3^the 
instructional unit was preferred by twelve of the eighteen states. Four 
states relied on £he p,upil unit, and two states classified under the 
flat grant categor^used the program cost method of determining need. 
Although the Arkansas)formula has 'been classified as cost based it 
actually incorporated a variety of need -measures . For example, for 
itinerant and resource room configurations, the, state funded teacher 
salaries up to state average plus an amount for supplies. For the spe- 
cial class, an excess cost method was incorporated into the formula. 
Total instructional costs l£ss district required effort funds for 

t 

• • ■* 

instructional costs plus state average salary wereyfunded by the "State. 
In Rhode Island's formula the LEA' s excess cost per pupil for each 
handicapping condition served as the measure of need. The formula was 
classified as a flat grant, because it did. not provide full state 
funding of excess cost. A limit of 110 percent -of the state median per 
pupil cost was established, resulting in the formula's becoming a flat' 
grant for high spending LEAs. . 

Referring again tollable 3, seven of the states weighted, by provid- 

a - 

r .ing different dollar amounts per pupil unit or instructional unit. Three 
states used weighting factors by which either ''their instructional unit 



Lonal un 
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or pupil uniC count w^s multiplied • Four, states weighted their instruc- 
tional units by setting claspk sizes to reflect the cost and intensity of 



services . 



Minimum Foundation Program 



The minimum foundation program formula is designed to fund a mini- 
mum level of education for all LEAs within the state* Being^ popular 
choice for allocating aid to general education, this fortoula also is' one 
of the most common types of special education finance formulas. When 
the minimum foundation formula is used for special education , general 
education funding, special education funding and futtding^for other pro- 
grams such as vocational education usually are incorporated into one 
formula. , 

In the minimum foundation, program formula, the state delineates the 

minimum level of education for whic*h it wyll be responsible ancf^stab- 

lishes. the amount it will fund to achieve this 'level. LEAs are required 

to l,evy a uniform tax as their contribution to the minimum program, but 

they are free to go beyond the minimum program, if they choose. The ^ 

state funds the amount above the local required effort needed to bring 
J 

the contribution up to trhe minimum foundation level. Thus, state funds 
are allocated in inverse proportion to LEA fiscal capacity. 

• The formula -may be. writ ten. as follows: 

. . . t , 

State Aid * (K - local required effort) * X(wt), in which 

ost of minimum foundation program per unit, 

equired effort * amount generated per upit by local 
ufTilip levy, 

Jt * number of units (pupil or instructional), and 
wt m factor representing cost differential (optional). 





.J I 



^ny^expenditiares and additional programs beyond the minimum founda- 
tion level ,.theoret|cally are not essjg^ial to adequate education , 
Because all LEAs can maintiain the minimum level of education, educa- 
tional services ■ are no longer entirely a function of the fiscal capacity 



of the district ip which a 
By limiting the total 



student lives • 

amount to be equalized through state funds, 



the minimum foundation ^progSram formula achieves equalization effi- 
cien^^Requiring.a localltax effort in effect allows the state to'use 

^loca.1 taxes to defray part of. the co^t of the minimum foundation pro- 
gram. In reality/ t;he lc^i-^thool^ei^unct ions as a state tax, 
although it is^ollected locally to avoid u string ,t£e traditional ly 
loca l^ower to tax proper ty.^ > \ \ 

As with the flat grant, the measure of educational-, need may be 
either number of pupils or number of instructional units. If. weighting 
is used, there may be one weight for special education, vocational edu- 

'cation, and elementary education, for example, or the formula may fut- 

t < 

ther differentiate costs of special education by- weighting for each 
handicapping condition, service configuration, or degree, of severity of 
handicap. - * , 
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In the claasi^cation of 1980-81 state special education finance 
•formulas, a total of sixteen states used the minimui^ foundation program 
formula, as displayed in Table 2. Of . the sixteen states, fifteen 
Included special education in their general education finance formula, 
-as illustrated in Table 4. While Arizona's formula operated in the same* 
way as a minimum foundation program formula (cost of special education 
less required local effort), the special education grant was. external to 
the general education granf . Arizona no longer uses this formula-; 

Among the minimum foundation program formulas, eight used pupil 
units, seven used instructional units, and one wa,s based on program 
cost, Maine, the state using program cost' as a'measure of educational 
need, included only personnel and tuition costs in^' the minimum founda- 
cion program. * 

In six* states weighting factors for^either pupil units or instruc- 
tional units were, employed, and two states ^h^donly^ one weight to dif- 



ferentiate the special education . program from other^educational 



programs. Two states weighted instructional units by setti^g^class 
sizes, while three additional states had one class size established for.^ 
special education to dif ferentiate it from general . education . West Vir- 
ginia's formula used a combination of pupil unit and instructional unit, 
although it was classified as an instructional unit. In that state, 
special education pupils were assigned a weight of three in .relation^'to 
general education. Funding was provided for salaries and other opera- 
ting costs, however, rather than on a per pupil basis.. An LEA could 
receive funds for no more jthan fifty-five staff per 1000 students. 

9 
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Table 4 

State Special Education Finance Formulas-Minimum Foundation Program' 

1980-81 * •' 



f 

■ 

States 


* 

CQ 

' w* 

<U 
4J 

c 

M 


External ' I 


Weighted ■ * j 


Unweighted -> i 


Pupil Unit 1 


Instructional Unit 1 


Program Cost 1 


| Weighted Amount 1 


Weighting Factor I 


Weighted Class Size 1 


Bracketed 1 


* 

j 4J 

» C 
1 ^ 

a 

1 fp-4 

o 
u 

0 

w 


•ADA ' I 


X 

o 
< 


FTE 1 


Forward. | 


Current f 


u 

c 

a 

0) 
CD 

k4 

3 

a 

•H 


Arizona 




X 


X 




X 








X 










x 










Florida 


X 




X 




1 








X 






X 






X 








Georgia 


X* 






X 




X 








1 






X 








X 




Idaho 


X 






X 




X 








1 






X 








X 




Iowa 


X 




X 




X 








X 




» 


X 














Louisiana 


X 




'X 






X 








X 


X 




X 










X 


Maine 


X 






X 




1 


X 










x 


1} 
X 










X 


Mississippi 


X 






X 


1 


X 
























JJevacJa 


X 






X 


X 














X 










X 




New Mexico 






X 




X 








X 










X 






X 


. 9 


South Carolina 










X 








X 










X 










Tennessee 


X 






X 


*X 








1 






X 












X 


Texas \ 


X 






X 




X 








1 






X 








X 




Utah \ 


X 




X 




X 








X 




• 




X 










X 


West Virginia 


X 






X 




X 






1 






X 










X 




Wy^ning 7\ 


X 




X 






X 








X 








X 






X 




Total 

-< 


15 


1 


8 


8 


8 


7 


i 




8 


5 




6 


6 


4 


1 




7 


4 



Cost of personnel salaries and tuition oniy. 



Basec} on instructional units, but. limited to 55 instructional units 
per 1000 enrollment. 
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Percentage Equalizing 

The percentage equalizing f'ormula^s original ly designed by ' 
- Updegraff antf, promoted by Benson was intended to provide, equalization of 

* v 

educational opportunity while allowing the LEAs the, freedom to set their 
, own level oi ed£cj|fi*^nar expenditures. 22 The 'state wouf!j pay a percent- 
, . age of the LEA * s expenditures, adjusted for LEA fiscal capacity. 

In practice, modifications of the percentage equalizing formula 
have transformed it into a minimum foundation program. For both special 
education and general education, stateg'have placed limits on LEA 
expenditure?, which have detracted from the philosophy of local control. 
Limitations ;on the percentage equalizing formula have been implemented 
for several reasons. Allowing unlimited LEA expend it ures* places the SEA 
. in the uncomfortable position of having little control over its obliga- 
tions. Generating enough state funds to level up, or to equalize the 
full cost of the program up to the level of the district with the high- 
est fiscal capacity, is quite expensive for the state. One way to con- 
trol state spending without limiting local control, however, is through 

manipulation of the constant (K) in the formula, that is, to reduce the 

23 

percentage of the state's share. 
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. In this' study,' a percentage ■ equalizing formula has been def ined as 
one in which the level of need may be determined by the state, and the 
state then funds a percentage of this level, adjusted for LEA fiscal 
capacity. ' ■ , 

The formula may ^>e written as follows: 

State Aid » (1 - Y/X K) C, in which * 

I • Y - local fiscal capacity, ( 

X - state average fiscal capacity, 

K - state percentage of LEA expenditures, " 
C ■ post, of the local program. 24 

The cost of the local program may be determined in several ways. 
For example, the per pupil or per instructional unit cost of special 
education may be multiplied by the number of pupils or instructional 
units' in the LEA. Units may be weighted. In an alternative method, 
actual LEA expenditures serve as the measure of educational need, simi- 
lar to the original intent of the percentage equalizing formula. 

Table 2 lists four states using the percentage equalizing formula, 
as defined in this .study, for special education in 1980-81. In that 
year, New York had five separate formulas for special education, including 
funding for private schools residential funding,' and funding for regional 
service agencies. 'The formula used in this study for classification 

V 

and TBmparatiye purposes- was the* Public Excess Cost/Aid Formula, which 
provided the bulk of funds to LEAs. Of. the four formulas in Table 5, 
only the Connecticut formula was based on actual program cost. The 
Temaining three formulas Used. pupil units, all of which were weighted 
by a factor. Only Massachusetts administered its special education; 
funding as part of the state's general education finance formula. 
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Table 5 



State Special Education Finance Formulas-Percentage Equalizing 

1980-81 



States 



c 

In. 

0) 
iJ 
X 

w 



T3 
0) 
u 

0) 
3: 



c 

D 



c 



CAN 

ol 



Ofl 



c 
=) 
o 



0) 
u 
x: 
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o 

U 
C 



3: 



0) 
N 

♦H 
CO 

CO 
CO 

a) 

T3 

0) 

x: 

0) 



0)1 

-ufl 

ul 

col 



o 
u 
c 
w 



T3 

o 



c 

o 



c 

0) 
CO 

a 
B 

0) 



Connecticut* 
Maryland 
Massachusetts 
New York 

Tptal 




' 1 



x 

X 
X 



1 



Per pupil cost for 1^76 is part of the equalization factor 



"Public JJxcess Cost Ai<^ Formula. 



x 



V 



46 



r 



^ Percentage Matching * . " 

v • 

Terqentage matching formula allows local district determination 
of expenditures for special education. .No minimum leveVof expenditure 
ig mandated by the state, and usually no upper 'limits on LEA expendi- 
tures are established. Specifying allowable costs, however < the state 
usually reserves the right to prorate funds or to lower its share if 
state appropriations are insufficient. The state will pay a percentage 
of LEA expenditures, which are limited only by the LEA's ability to 

V 

fund its share. ' 

Because there is no adjustment for LEA fiscal capacity, a district 

,with higher fiscal capacity may be able to sp<end more and thus to get 
more state matching funds fhan a low fiscal capacity ' district . The 
impact Of the effect is dependent upof/the size of the state share, 

f Which varied from 30 to 90 percent among the states in 1980-81, 

"In 1980-81 nine states used the percentage matching formula, as 
indicated in Table 2, All were external to tlje state's general educa- 
tion finance "formula, as shown in Table 6, and all were based on 
program cost . ( % f 

Full State Funding of the Excess Cost of Special Education 

. %n d full statevfunding of excess cost formula, the state takes 
. respQnsibility for the cost of special education over and above the 
district's cost for general education. Unlike the other major types of 
special education finance formulas, which originated in general educa- 
tion, the excess cost formula was developed specifically for special 
education. * 
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\. Table 6 

.♦. * 

State Spte'ciajl Education Finance Formulas-Percentage Matching 

1980-8.1 



States 


Internal ' | 


External i 


Weighted 


. 7 
r 

1 . 

/■■■ 

aS 3 
5 a 

J ^ 


' 4J 

c 

D 

' c 
o 

•H 

4J 

CJ 
3 

*4 

0> 

,P 
M 


Program Cost 1 


Weighted Amount 1 


u 
o 

u 

CJ 

<0 
00 

c 

♦ H 

.c 

41. 


Weighted Class Size | 


Bracketed * \ 


Enrollment I 




ADM ■ '* v '* S 


■FTE- I 


Forward | 


Current | 


4J 

d 

8 

3 

& 
•H 


Colorado 




X 


X 


t 




X 






















it 


Michigan 




X 


X 






X 1 












X 




X 




X 




■Minnesota 




X 


X 






x' 
























Montana 




X 


x ! 






X 










X 








X 






Nebraska 
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X 






X 














X 


X 
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Oregon 
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x r 
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X 


South Dakota 
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x \ 






X 






















X 


Vermont 




X 


x 1 






X 
























Wisconsin 
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x ! 






X 














X 


■ * 






X 


I Total | 




.9 
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1 


1 


2 


2 1 


2* 


i 


4 



V 
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9 
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/ 

Although fiscal capacity often will have been considered in the 

» 

allocation of state aid to help fund the per pupil cost of regular 
education, which also is funded for each special education' pupil, 
excess costs are assumed by the state regardless of the LEA's fiscal 
•capacity. No^ upper limit i£ placedv on LEA excess costs, but allowable 
costs are specified. Because all excess costs are state funded, 
equalization of excess costs among LEAs results. The overall equal- 
ization of state aid may be lessened if high fiscal capacity districts 
^pend more, however. " 

Several, methods of figuring excess costs have been devised. One 
method, may be written as follows: 

State Aid ■ Total allowable cost of special education - 

(per pupil cost of regular education x number 
of special education pupils). 

An alternative me thox^ would be to determine the per pupil cost of spe- 
cial education, subtract the per pupil cost of regular education, and 
then multiply the remainder by the number of special education pupils. 

f . Since it applies only to special education costs, the excess cost 
formula is a. categorical grant.. Three states had formulas classified 
as full state funding of excess cost in 1980-81. Hawaii is included in 
this category as indicated by Table 7, although Hawaii- has full state 
funding of all education expenditures rather than an excess -cost for- 
mula. Of the remaining states, New Hampshire no longer uses the total, 
excess cost formula, because of the unpredictable fiscal burden it 
placed on the state. Pennyslvania still uses its excess cost formula. 
By definition, the excess cost formula is based on program cost. 
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Table 7 



State Special Education Finance Formulas 
Full State Funding of Excess Cost of Special Education 

1980-81 



States 
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Hawaii 

New Hampshire 
Pennsylvania 

Total 
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Full state funding of all educational expenditures 
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. Formula Analysis and Panel Evaluation 

The second phase of the study involved hypothesizing the advantages 
and disadvantages of the five major types of formulas. Advantages and 
disadvantages were defined according to the formula's hypothesized 

» 

performance, on five evaluative criteria: equity, administrative eff 1- 

. * i. 

ciency, adequacy, objectivity, and flexibility. For each major crlterio 

several subcriteria were outlined so the analysis of each formula could 
be structured similarly for comparison purposes. Evaluative criteria 
are summarized in Table 8. Petformance was hypothesized from the per- 
spectives of special education and general education administrators at 

w 26 • 

both the state and] local levels . In the third phase of the study, 



' a panel of experts rated the five major formulas through a questionnaire 

Advantages and disadvantages were defined by the formulas' performance 

on the evaluative criteria, and by the importance of the criteria. Pa\el 

members represented the four evaluative perspectives: SEA special educ< 

tion administrator, SEA general education finance administrator, LEA 

special education administrator, and LEA general education finance dir- 

v 

ector. Results of these two phases are summarized below. 

Summary of Formula Analysis 1 

Providing some assistance with yfiscal equalization, the flat grant 
could vary with LEAs' educational neSds if weighted, but low fiscal 
capacity districts or those with a high level of need for unusually 
expensive programs could be disadvantaged by a flat grant based on 
average LEA special education costs* Having high, administrative effi- 
ciency and objectivity, according to the. researcher's analysis, the flat 
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Table a * 
Criteria for Evaluating State Special Education Finance Eoraulas 



\ 



y 



/ 



Criterion 


Definition 


* Subcriteria 


* / 

Equity v 

a,* 


Equity means thaj^ each child 
haa an equal opportunity for 
education independent of the 
fiscal f capacity^ of the LEA in 
which he lives* When a formula 
exhibits equity, LEAs have 
equal access to financial 
raapurces for providing an 
education appropriate to meet: 
the needs of students, including 
the individual needs of special x 
education students. 


♦Ability to equalize fiscal 

capacity 
♦Congruency with goals, of 

the overall educational 

finance system / 
♦Ability to vary allocation 

of funds according to 

educational need ' 
^Aoincy to vary allocation 

of funds according to tir*" 
* cost (price) of services. 


Administrative 
Efficiency 


A formula that exhibits admin- 
atrative efficiency is one in 
which the time, expense, and 
effort required to operate the 
formula are reasonable in rela- 
tion to the return yielded* 
Unproductive practices are 
discouraged, and economical . 
practices are promoted. \ 


♦Amount of reporting and 
^ v peperwork associated with 

the formula is minimized 
♦Provision of incentive for 
LEA to control costs 
■♦Predictability of LEA's 

funding allocation 
♦Eae$ of understanding how 

the formula operates 
♦Availability of accurate 
data for Operating the 
formula, ! 
>» 


\ 

Adequacy 


Adequacy of the special educa- 
tion finance formula generally 
depends upon the level of 
funding appropriated by the 
legislature* For this study, 
adequacy is evaluated according' 
to the formula's potential for 
attaining its intended purposes* 

• 


♦Congruency of the formula 
with the state's philoso- 
phy of scho61 finance and 
and control of the schools 

♦Inclusion of 'all mandated 
special education services 
in the formula 

♦Extent to which funding 
level is sufficient to 
allow all components of 
the formula to operate 

' ' ' 1 



0 

ERJC 
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Table 8 (continued) 



Criterion 



O^jectivi 



Flexibility 



Definition 



Objectivity may be defined as 
the formula's resistance to 
manipulation by either the SEA 
or LEA. An objective formula is 
precisely stated, so that it is 
not subject to manipulation in 
placement of special education 
students, data reporting, or 
in calculations for determining 
allocations ♦ 



Flexibility refers to the " 
ability to accommodate changes 
in the price of services, the 
ability of the formula to 
respond to the needs of LEAs 
in varying geographic areas, 
0/ various sizes, and with 
different economic conditions, 
and the ability to respond 
to changes in service, needs 
midyear or from year to year. 



Subcriteria 



*Verifiability of formula 
data 

♦Resistance of formula 'cal 

culations to manipulation 
♦Neutrality of the special 

education formula toward 

individual program 

placements 
♦Resistance of data to 

manipulation 



♦Ability to , accommodate 
changes in educational 
need and cost 



♦Facilitation of program 
innovations and 0£W 
programs 

♦Ability to fund various 
program structures 
designed by LEAs 

♦Pro/oo tion of a 'continuum 
of /placements consistent 
vv?h the principle of 
placement in the least 
restrictive environment 

♦Adaptability to pnls of 
LEAs of various sizes and 
locations 
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grant geneylly limits LEA flexibility by promoting specific program ' 
structures and failing to keep pace with changes in need and" cost. The 
formula may fund mandated services inadequately by omitting needed ser- 
vices or placing limitations on funding and enrollment. 

The minimum foundation program varies with LEA fiscal capacity, in 
keeping with state goals for equalization, but it has the same disadvan- 
tages of weighting as does the flat grant. Reporting may be increased, 

/ • • • *» : '*' 

if FTE counts are required, but otherwise the formula has administrative 

efficiency. Adequacy is dependent upon the inclusion of mandated ser- 
vices and the level of the foundation program. If funds ar.e not 
designated for special education, they may appear inadequate. On the ' 
criteria of objectivity and flexibility, the minimum 'foundation program 
performs similarly to the flat grant, although consideration of fiscal 
capacity may increase flexibility for low" fiscal capacity LEAs. 

When percentage' equalizing is implemented on a pupil unit or an 
instructional unit, basis, it' functions much like a mininum foundation £ 
program. Formulas funded according to actual program expenditures pro-.- 
mote equity in terms of variation with educational need and price, but 
no minimum level of education is required. Cost based formulas are 
administratively inefficient, requiring extensive reporting. If, the SEA 
percentage is substantial and allowable costs include all needed ser- 
vices, the formula would be adequate. Problems , with data collection and 
.verification impair objectivity, but tlji.e cost based percentage equally 
zing formula provides good flexibility. *^ - 



. . The percentage matching formula may cause disequalization , but a 
high state i5erc6^age may overcome ? this disadvantage. Variation in'' need 
and price are accommodated, and the formula is highly flexible to accom- 
modate changed in price* and ne*ed, program innovations, and various pro-" 

to. 

gram structures. Extensive reporting and lafck of cost control if the 
state funds, a high percentage detract from administrative .efficiency . 
Pr'ejd^fc ability may be a problem, particularly for LEAs when the state 
prorates /funding. Adequacy ,dependS upon the state^ percentage and the 

allowable costs. Unlike the pupil unit and instructional unit formulas, 

- _ * v « 

the. percentage matching formula .is neutral toward individual placements, 
but lack of data verif iability/attd 'opportunities for manipulation detract 
from the formula's objectivity. . ' ■ ■ « 

Full state funding of the excess cost of special education has com- * 
plete equity for special education funding, adequacy, and excellent 
flexibility." Administrative efficiency is unsatisfactory, because of 
extensive reporting and lack of incentives for the LEA to control coats., 

4 -fir "t 

Neutrality toward placement is excellent, but verif lability problems and 

* ■ J'' ' 

manipulation of cost data impair objectivity. 

Summary of Panel Evaluation t 

t 

Performance ratings ovelrall indicated that the flat grant fated 
good to excellent ;on administrative efficiency dnd objectivity. A fair' 
rating wasachieved on adequacy, and the formula rated poor to fair on ' 
equity and flexibility, as indicated in Table 9. 

* ^or the minimum foun^tion program, positive ratings in the average 
to good .range were dchieved for adequacy, objectivity, and administrative 
efficiency. The formula rated fair-cm flexibility overall. 

Percentage eqifal-izing rated good overall on equity, adequacy, and 



Table 9 



Mean Ove Al 1, Performance Ratings for Each 
Finance Formula Across Groups 

\ 



Finance Forrau las 



Evaluative 
Criteria: 


Flat 
Grant 


minimum 
Foundation 
Program j 


Percentage 
Equal L zing 


Percentage 
Matching • 


Full State 
Funding of 
Excess Cost 


Equity 


i:5 


\ 

2.9 


3.0 


1.9 


3.9 


Administrative 
Efficiency 


3.2 


1 13T0 


2.2 


2.5 '.. 


2.4. 


Adequacy 


2.3 . ' 


2.? 


2.9 


'2.3 


3.6 


Objectivity 


3.0 


2.7 . 


•2.6 


,2.5 • 


3,0 


~r 

Flexibility 

' 1 


— r-y 

1 • 5 (X 


2.4 


2.9 / 


1 — ; — ; — ^ 

2.9 


I 

3.7 


Grand X 

«» 


2.4 ■ 


2.7 

— _ 


2.7 - 


2.4 


3.1 



* 56 



V » 

flexibility/ and* slightly lower on objectivity. The only negative 
rating was a fair rating for administrative efficiency. 

Percentage matching rated fair to average on equity, administrative 
efficiency, adequacy, and objectivity. Its only positive rating was a 
good rating for flexibility. 

Receiving the highest overall ratings, full state funding of excess 
cost rated good_to excellent on equity and flexibility, and good on 
adequacy and objectivity. A fair rating on administrative efficiency 
was its only negative rating. Ratings on evaluative subcritefia 
are displayed in Table 10. . , 

) 

Panel member^ generally agreed that all evaluative criteria were 
important, although some variability among administrative groups was 
evident\see Tables 11 and 12), Several respondents indicated that 
their responses would have differed had they been assigned other admini- 
strative roles, while others belie//eT^no changes would have occurred. 

* 

Resulting from these two phases were two sets of formula advan- 
tages and' disadvantages, one hypothesized by the researcher and ohe 
from the panel evaluation. With the goal of providing guidelines to 
state policymakers for use in designing state special education finance 
formulas, these gtwo sets of advantages and disadvantages were 1 reconciled 
in order to produce a single list as the outcome of the study. 

t 
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tibU 10 

Panel Evaluation ui the Per (uraaitca of Stat* special Education 
Finance Formula! on the tvaluatlva Criteria 



fcan Mating* on Evaluative Criteria 



Hlnlaoa Foundation 
Program 

g 8 8 

U M U 

I J ! 1 I 
3 /a a | 3 




3' 

4 



Adequacy 



Objectivity 



Flexibility 



GiamJ X 



i J 3 

a J ;a J J a a 

J. 3 1.0 1.0 J . 0 1.2 ).0 1.2 

1.1 2.8 1.5 2.9 1.6 1.1 

1.1 2.0 1.5 2.) 1.4 2. 6 1.0 

1.0 2.0 2.5 1.6 2.8 2.) 2.4 

1.1 2.5 1.0 2.5 ).2 2.1 1.0 

i.o 1.5 i.o 2.0 i.o a. i a. a 

1.7 1.0 ).0 2.0 2.2 3.0 2.0 
1.0 3.0 4.0 2.8 1.4 3.5 2.8 
1.0 2.) 2.) 2.5 2.8 2.5 2.8 
1.0 1.0 3.0 1.0 3.2 3.0 1.2 
3.0 1.0 1.0 1.0 1.0 1.0 1.0 
T.Vi.O )75 1~0 1.4 iTTTY 
2. J 2.0 1.0 2.8 2.8 2.5 3.0 
1.0 2.5 3.0 2.8 3.0 2.8 1.0 
4.0 1.0 1.5 3.0 3.8 1.1 1.6 
3.0 2. 3 1.5 2. 7 1>2 2 .9 3.0 
1.0 2.1 1.0 2.1 1.0 2.6 2.6 
3 0 2. 1 3.0 2.1 1.0 2.6 ,2.6 
1.0 2.3 1.0 2.4 1.0 2.6 2.8 
2,? 1.1 1.0 1.4 2.8 2.1 2.2 
2.0 1.5 2.5 1.5 2.2 2.0 1.8 

2.0 2.3 2.5 >.l 2.2 2.4 2.0 

2.1 1.0 1.0 2.5 2.6 3.0 2.2 
1.; 2.0 2.5 2.0 2.0 2. 1 1.8 
2.1 2.J 3.0 2.1 2.6 2.6 2.2 
2.9 2,4 3.0 2.4 2.9 2.7 2.7 



Percentage 

Equal 1 i ln| 



8 

1 
! 



5 

u 

2 

a 

i 

j 



I 

u 

3 

a 

I * 

3 a 



2 I 



5 » 
a a 



3 

u 

I 



3.1 
3. 3 
2.9 
2.3 
2. .9 
26 
2.4 
3.1 

2. ; 

3.1 
3.0 
172 
2.8 
2.V 
1.0 
2.9 
2.6 
2.6 
2.7 
2.2 
1.9 
2.2 
2.6 
2.0 

j.r 



^.5 


3 


7 


2 


.0 


3.5 


2 


8 


J . 0 


2 .0 


j 


. o J 


. 2 


i\o 


J 


.0 


2.0 


3.5 


2 


.5 


3.2 


2.8 


3 


.0 2 


.9 


3.5 


3 


3 


1 


.5 


4.0 


2 


.5* 


1.6 


2.1 


3 


.4 1 


. 1 


4.0 


3 


.0 


1 


.5 


3.5 


2 


.» 


32 


2.5 


3 


•V 


.0 


1.5 


1 


. 3 


1 


.5 


3.5 


2 


. 5 


1.4 


2.5 


3 


• « 1 


.0 


2.0 


1 


7 


1 


.5 


2.5 


1 


.8 


2.0 


2.0 


1 


.8 1 


.9 


1.5 


1 


3 


2 


.5 


2.0 


2 


.0 


1.6 


2.3 


1 


4 1 


.8 


2.0 


2 


3 


2 


.0 


2.5 


2 


.0 


2.4 


2.3 


I 


2 2 


.2 


2.S 


2 


0 


2 


5 


3.5 


2 


. 5 


2.6 


3.0 


2 


2 2 


6 


2.5 


2 


7 


2 


0 


3.0 


2 


3 


2.8 


2.5 


2 


6 2 


6 


2.0 


2 


0 


2 


1 


2.5 


2 


1 


2.2 


2.4 


2 


0 2 


.2 


Y.J 


y 


T 


1 


0 


IT 


1 


3 


3.0 


1. 1 


3 


0 1 


1 


4.0 


2 


7 


2 


0 


3.0 


3 


0 


2.8 


2.5 


3 


2 2 


9 


3.5 


2 


7 


2 


5 


3.0 


3 


0 


2.8 


2.0 


3 


0 2 


9 


3.0 


2 


7 


2 


5 


2.5 


1 


8 


~>7t 


2.5 


I 


8 2 


i 


3.0 


3 


0 


2 


0 


2.5 


2 


5 


2.8 


2.3 


1 


0 2 


7 


4.0 


3. 


0 


1 


5 


3.0 


2 


8 


1.0 


2.) 


3 


0 2 


9 


3 0 


2. 


1 


2 


0 


2 0 


2 


5 


2.2 


2.0 


2. 


6 2 


3 


3.0 


2. 


7 


2 


0 


2.5 


2 


5 


2.6 


2.1 


2 


8 2 


6 


iT 


1.0 


1. 


7 


2.5 


2. 


6 


2.8 


2.1 


3. 


2 2 


T 


1.5 


2, 


7 


2 


0 


3.0 


2. 


8 


2 8 


2.5 


3. 


0 2 


8 


4.0 


1. 


0 


2 


8 


3 0 


3 


4 


3.0 


2.9 


i. 


4 1. 


2 


4.0 


2. 


7 


2 


5 


3.0 


3. 


1 


2.8 


2.8 


3. 


2 1. 


0 


4.0 


\ 


0 


2. 


0 




3.0 


3.2 


2.8 


3. 


4 1. 


1 


Q I- 


7 


h 


1 


3.J 


2.8 


hk 


3 ; 


i h 


9 


3.2 


2. 


7 


2. 


I 


3.0 


2. 


7 


2.8 


2.5 


2. 


9 2. 


7 
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T*Me 10 (continual) 



Penel Evaluation u( tha Performance of Stete Special Education 
Finance Forwilaa on (ha Evaluative Crltaria 



Eveluet ive 
Criteria 



Equity 



Heen Ratinge on Evaluative Crltaria 



Percentege 

Hatching 



6 S 8 

4 f( vi 



3 

O 

3 



3 
a 

3 

u 

i 



111 



b a a 



3 33 



3 S 



3 ! ? 



3 3 



/Full Stata Funding 
uf Kxcaaa Cuat 



a 

if 



8 8 | 

■H -H r? 

"U u u 

3 3 3 
a 



8 g 

u u 

«■ 3 

a a 



a a 

i i . 

J 1 J 3 1 

M 3 1J 3 



Ef I Iclency 



Ada quae y 



Objectivity 



Flexibility 



Crand X 



1 


2 


.5 


1 


. 3 


1.5 


1 


.5 


2 


.0 


I 


.4 


1.5 


1 


.8 


1 


,7 


4 


.0 


3 


.7 


4.0 


4 


.0 4.0 


3.8 


4.0 


1 B 

J . 9 


1 0 


2 


7 


.5 


1 


. 3 


2.0 


2 


.5 


2 


.3 


1 


.8 


2.3 


1 


.8 


2 


.0 


2 


.5 


3 


.3 


3.5 


3.5 3.0 


3.4 


3.5 


3.0 


3.2 


] 


3 


.0 


2 


. 3 


2.0 


2 


.0 


2 


.5 


2 


.2 


2.0 


2 


.6 


2 


.3 


2 


.5 


3 


. 3 


3.5 


3,5 3.0 


3.4 


3.5 


3.0 


3.2 


4 


3 


.0 


2 


.7 


2.0 


1 


.5 


2 


.5 


2 


.2 


1.8 


2 


.8 


2 


.3 


4 


.0 


3 


.7 


4.0 


4 


.0 4.0 


3.8 


4.0 


3.8 


3.9 


51 2 


.5 


1 


.7 


l.S 


2 


0 } 


.1 


1 


.8 


1.9 


2 


.0 


1 


.9 


4 


.0 


3 


.7 


4.0 


4 


.0 4.0 


"3.8 


4.0 


3.8 


1.9 


e 112 

i 


0 


1 


.7 


2.) 


2 


.0 


2 


.2 


1 


.8 


2.3 


1 


.8 


2 


.0 


1 


.5 


2 


. 3 


2.3 


1 


.5 1.9 


2.0 


1.9 


2.0 


1.9 


2 


2 


5 


X 


.7 


2.0 


2 


.5 


2 


3 


2 


.0 


2.3 


2 


.0 


2 


.1 


1 


.0 


1 


0 


1.5 


1 


.0 1.3 


1.0 


1.3 


1.0 


1.1 


) 


!> 


5 


1 


1 


2.5 


2 


.0 


2 


.5 


1 


.8 


2.3 


2 


.0 


2 


.1 


3 


.0 


2 


3 


3.0 


2 


.5 1.0 


2,4 


2.0 


2:6 


2.7 






0 


3.3 


3.0 


2 


.5 


3 


.0 


3 


.0 


2.8 


3 


.2 


3 


0 


3 


.0 


3 


3 
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2,0 3 3 
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3.0 
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0 


2 


7 
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2 


5 


2 


8 


2 


.6 
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2 


.8 


2 


7 


2 


.5 


i 


7 
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2 


.0 2.0 
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2.6 
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6; 2 


5 


2 


3 


2.5 


2 


5 


2 


5 


2 


4 
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2 


.4 


>\ 


,5 


2 


5 


2 


3 


2.8 


2 


.0 2.6 


2.2 


2.4 


2.4 


2 4 


l 


:j 


0 


1 


3 


IB 


2 


0 


1 


9 


1 


.6 


1.9 


1 


.6 


1 


7 


1 


0 


2 


0 


3.5 


3.0 2.7 


2.4 


3.3 


1.8 


2.5 


2 




0 


1 


7 


1.0 


2 


0 


3 


0 


1 


8 
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2 


2 


2 


3 


4 


0 


3 


7 


4.0 


3 


5 4.0 
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J 


1 


7 


2 8 


2 


5 


2 


6 


2 


0 
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2 


0 


2 


3 


3 


5 


3 


3 


4.0 


3 
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3.6 
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2 
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2 


3 


3 


0 


3 


0 
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Table 11 



Mean Overall Importance Ratings for Each 
Finance Formulae Across Groups 



■ \ 

Evaluative 
Criteria 


- 1 -^e^- Finance Formulas 


Flat ; 
Grant 


Minimum 

Foundation 

Program 


Percentage 
Equal i zing 


Percentage 
Matching 


Full State 
Funding of 
Excess Cost 


Equity 


3.6 


■ » 

3.6 


3.4 


3.4 


3.6 


Administrative 
Efficiency 


3.0 

i 

S 


3.0 


3.2, ■ 


3.2 


3.3 


Adequacy 


. 3-6 


3.6 


3.6 


3.6 


.3-6 


Objectivity 


3.3 


3.4 


3.6 

1 


3.6 


3.7 


Flexibility 

* * ■ 


3.4 • 


3.4 


3.4 


3.4 


3.4 


-qp 

Grand X 


3.2 

$2 ™ 


. 3.3 


3.4 


3,4 


3.5 
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Tibia 12 



Panal Evaluation uf tha Importance of EvaluatlVa Criteria 
for Stata Spacla) Education Financa" Formal 




Grand X 



BEST COPY 
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Taola 12 (com Inoad) 



P«n«l (valuation of too iMoorttoco of Bvaluotlva Crlttfrla 
for Slato apodal Education Mmaci Toroulaa 



Evaluative 
Oltorla 



Kqulty 



Adololatratlva 
Bff Iclancy 



Adaquacy 



Objectivity 



Ha a* UftUfta on Kvaluatlva Cellar U 



For coot at* 
Matalna 




Poll Stata 
of iMCaaa 



Puodlog 

Coat 




2.1 1.1 1.1 
1.0 J.l l.U 
4.0 J.l 1.0 
4.0 1.0 b.0 
1.0 1.1 1.1 



4.0 1.0 1.1 

1.1 1.0 1.4 
4*4 11 1.4 
4.0 l.j) 1.4 
4.0 1.1 1.4 



Vlaalblllty 



r.raM X 



2.1 1.0 1.1 
2.1 1.1 2.0 
2.1 1.0 1.1 
1.1 1.1 1.1 
1.1 1.1 1.1 

1.0 1.0 1.1 

2.1 1.1 2.0 
4.0 1.1 J.l 

Mi 
: 
: 
; 

4 J.O J.J J.l 
I- J.l J.J 4.0 
l<4.0 J.O 1.1 

nft i.o i.i 

1 1.1 2.1 1.1 
4 4.0*1.1 4.0 
1 4.0 1.0 1.4 
4 4.0 J.O 1.) 
1.4 2.9 1.4 




BEST C0)?Y 



ERLC 
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FINDINGS OF THE STUDY 



After the areas of agreement ' and disagreement between the 
researcher's analysis and the panel's evaluation were ascertained, 
a list of advantages and disadvantages of each major formula was deve- 
loped in which the differences were 'reconciled. Where there was dis- 
agreement, . both the researcher's and the panel ' s adv^qtage or disad- 
vantage were included in, the list -if each could be justified by more 
accurately specifying the conditions of the statement. When the ' 
panel's response Vas more appropriate it was included and the researcher 
response was deleted. The final lists of advantages and disadvantages' 
are presented in Tables 13 through 17. 

Relationship of the Study to Previous' Research 

Three previous studies classified state special education finance 
formulas and examined their advantages and disadvantages. Thomas 
classified formulas into six categories, and focused on their implica- 
tions for special education placement and "provision of appropriate 
27 . 

services. In Hartman ' s' study, formulas were classified according to 
what have been termed .the measures of educational need in the present 
study: child based formulas, resource based formulas, and cost based 
formulas. In postulating advantages and disadvantages of these three 
formulas, Hartman considered criteria such as misclassif ication, 

placement, n&eds of small districts, record keeping, planning, cost 

28 • 
control, and formula revision. The most recent v study by Moore, Walker, 

and Holland added three funding mechanisms to the Hartman classification: 
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Table 1.3 



Flat Grant 



Advantages 



Disadvantages 



High level of funding 
contributes to fiscal 
equalization ♦ 
Allocation may be varied 
according to educational 
ne ed . 

May provide incentive for 
offering special education 
services. 

Weighted instructional 
unit (most common flat 
grant) may provide 
incentive for LEA to offer 
higher cost programs. 
SEA' general education 
finance administrators and 
•LEA administrators, 
especially those in 
special education are 
likely to be concerned , ' 
about equity. 



1. 



1. 



l.l^oes not consider LEA 
fiscal capacity. 
/ 1.2 Incongruent with goals of 
overall finance system. 
Special education 
administrators may not be 
concerned about this, 
however . 
,1.3 General education . pupil 

count is a poor measure of 
need for special education 
services^ Number of 
special education units is 
a poor indicator of 
related services need. 

4 Generally does not vary 
allocation according to 
price of services . 

5 Low fiscal capacity LEA. is 
mandated to provide the 
same level of services as 
the high fiscal capacity 
LEA, but has access to 
ffcwer financial resources. 

1.6 Weights may disadvantage 
LEAs with high prices or 
providing a high level of 
services . 

1.7 Unweighted flat grants 
fail : to recognize local 

% - variations- in educational 

need . \ ~ 

. .1.8 SEA sp^ial education 

administrators may not Be 

highly concerned about 

equity < 

1.9 Overall, ,fl«at grant has 
... poor to fair equity-. 



Table 13 (continued) 



Flat Grant 



Advantages 



Disadvantwes 



2.0 Administrative Efficiency 



2.1 



2.2 



2.3 



2.4 



2.5 



Reporting and paperwork 
are efficient 1 , but may 
vary depending on the 
formula's complexity. 
Efficiency is a likely 
concern of all 
administrative groups with 
possible exception of SEA 
special education 
..administrators • 
Tends to encourage LEA to' 
control costs, but only 
LEA general education may 
view this as important. 
Highly predictable for SEA 
and usually predictable 
for LEA depending upon 
state options to prorate 
fund i ng . Fred ictability 
may be less of a concern 
to SEA special education 
administrators than to 
other groups. 

Easy to understand how^he 
formula operates. 
Accurate data for 
operating the formula are* 
available (pupil or 
instructional unit data). 
Overall administrative 
efficiency of the flat 
grant is good. 



2.1 Even if state funds to the 
LEA are limited, LEA ma^ 
not withhold appropriate 
services when funds are 
insufficient. 

2.2 Enrollment limitations and 
proration of funds 
disadvantage LEAs wittj a. 
high level of educational 
need and decrease / 
predictability of funding 
for the LEA. / 

2.3 FTE formulas may <>be^ more 
complex and may increase 
reporting burdens ;/ more 
consideration of aeed ' 
results in more reporting 
being required. / 



Table 13 (continued) 



Flat Grant 



Advantages 



Disadvantages 



\ 

3*0 Adequacy 



3.1 Flat grant funded at a 
high level could be 
adequate. 

3.2 Formulas may be adapted to 
state philosophy of 
finance and control. 

3.3 Special education and LEA 
general education 
administrators are likely 
to regard adequate level 
of funding as highly 
important . 

3.4 Flat grant promotes the 
philosophy that special 1 
education is an optional 
supplementary program. 



4.0 Objectivity 

4.1 Formula data usually are 
verifiable (pupil or 
instructional unit). 

4.2 Calculations usually 
resist manipulation. 

.4.3 Data may be manipulated by 
LEA, but formula rates 
good to excellent in 
comparison to other 
formulas. 



3.1 Flat grant usually is 
incongruent with state's 
philosophy of finance and 
control. This may not be 
important to special 
education administrators, 

* however , 

3.2 Flat grants often do not 
include funding for all . 
mandated services . 

3.3 Services funded indirectly 
or included in weights for 
handicap ifcay be perceived 

- as not beiuig funded. 

3.4 Related services uni ts 
generated through number 
of instructional units may 

. receive no Jfurfding in 
small district or rural 
area. j 

3.5 The flat grant provides 
poor to average adequacy 
overal 1 



s 



4.1 S^me states) may fund units 
on a subjective approval 
basils subject to ' . 
manipulation • 

4.2 If weighted, formula is 
not neutral toward 
placement of individuals , 
especially in low fiscal 
capacity LEA. Special 
education administrators 
recognize this as a 
problem. 
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Table 13 (continued) 



. |*lat Grant 



1 



Advantages 



Disadvantages 



4.4 Earmarking increases- 
objectivity of local 
budgeting. 

4.5 Objectivity is valued by 
all administrative groups. 

4.6 Overall the flat grant 
provides good to excellent 
objectivity. * 

5.0 Flexibility 

5.1 Provision for funding 
program innovations and 
new programs could be 
included. 

5<2 Approved units might be 
I more flexible than those 

based on pupil counts, 
especially from SEA view. 

5.3 FTE increases flexibility 
especially from general 
education viewpoint. 

5.4 Cost based formulas 
although with limits, 
provide some flexibility 
for need and price changes 
and districts of different 
sizes and locations. 

5.5 Flexibility is important 
to all administrative 
groups . 




■ ^ 



5.1* Flat grant* usually are 
updated infrequently. 
Therefore, they. do not 
accommodate changes in 
need or cost. 

5.2 Not flexible for funding 
innovations and new . 
programs , 

5.3 Tends to promote a 
specific program structure 
rather than allowing' 3 LEA 
flexibility. 

5.4 Continuum of placements 
may not be promoted, but 
depends on formula 
weights. 

5.5 Small and rural districts 
.or those with high priced 

are not accommodated. 

5.6 Flexibility of the flat 
grant is poor to fair 
overall . 
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Table 14 



Minimum Foundation Program 



r 



Advantages 



Disadvantages 



1*0 Equity 



1.1 Considers fiscal capacity. 

1.2 Congruent with goals of 
overall finance system. 
This may be more important 
to. general education 
administrators than to . 
special education 
administrators. 

r.3 Special education i$ part 
of the comprehensive 
educational system. 

1.4 Weighted formulas vary 
allocation according to # 
educational need. ^ 

1.5 Minimum .level of educat'iortif 
is ensured. 

1.6 Equity of the minimum 
foundation program may be 
regarded more positively 
by general education 
administrators than by 
special education 

administrators . 

1.7 Overall the formula 

provides average to good 
equity. 



l.l>In comparison to regular 
education finance officers 
special education 
administrators 
particularly LEA may view 
formula weights as less 
accurately reflecting 
educational, need . 

1.2' Formula does not 
adequately reflect, 
variation in prices of 
services, among LEAs. This 
, is of particular concern 

to special education 
. administrators. * 

1.3 Provides no assistance for 
achieving more than A 
minimum level t of services. 

1.4 Unweighted formulas are 
perceived as providing 
inadequate 'funding. 



2.0 Administrative Efficiency 

2.1 o Level of reporting and 

paperwork vary with 
formula's complexity, but 
are less burdensome than 
All but the flat grant.. 

2.2 For states basing special 
education funding on the 
general education pupil 
count , spec ial edu'ca t i on 
reporting, burden is 
minimal. 



,2.1 Formula does not provide 
strong incentives for LEAs 
to control costs'. 

2.2 FTE counts may increase 
reporting burden and may 
require data not readily- 
available . 
*2.3 Emphasis oh efficiency 

detracts' from attention to 
quality variables ♦ 
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J Table'xl4, (continued) ■ 
Minimum' Foundation Program 



Advantayfes 



Disadvantages 



2.3 



2.4 



2;^ 

2-6 



2.7 



2.8' 



LEAs may be encouraged to 
'control costs since. SEA 

funding is limited. LEA 

general education 

administrator may view , 

this as important. 

Formula is predictable 

although this is affected, 

somewhat by changes in 

fiscal .capacity . 

Fairly . v easy Co understand. 

Having all programs funded 

through one formula may < 

contribute to 

understanding. 

Accurate data (pupil and k 

instructional unit) 

usually are available. 
# Admin is trative ef f ic iency 

of th^^fojnmu la is good 

ovftrafl. 



3*0 Adequacy 



3.1 
3.2 

\ 

y.3 



Congruent -with state 1 s : 
philosophy of school 
finance and 'control . » 
Mandated serviceBfcky be 
included, but ad^u^cy 
depends on formula 
weights, 

. Overall potential for 
adequacy is good ♦ 



3vl LEA special education 

administrator may perceive 
s either an unweighted or 
weighted formula as not 
a4equately funding related 
services v if theFe are 
. funded indirectly. 
3t2 If minimum foundation. 

level is' insufficient , LEA 
still* must fund 
appropriate special 
i education • 

• ■ - r ' 
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Table 




(continued) 



Minimum Foundation Program 



Advantages 



Disadvantages 



V 



3.3 If funds are not 

des ignated for special 
education ( both the 
- special education and 
general education 
adminis t rat or perceive 
encroachment on their 
funding by the other 
program. 



4.0 . Objectivity* 



4.1 



4.2 



4:3 



4.4 



4.5 



% 

Formula data usually 4«re 
verifiable . ' 
Formula calcu la t ions 
res is t manipu la t ion . 
Formulas with only que 
weight for special 
education ^re neutral 
toward individual program 
'placements . 
Designating funds for 
special education 
increases objectivity of 
local budget . 

Ovetall objectivity of the 
formula is average to 
good . 



5*0 Flexibility 



5.1 



5.2 



•Formula may be designed to 
acdoimodate different 
program structures, 
May promote availability 
of a continuum of * 
placements . 



4 . 1 Special education 
admin i^TFra tors recogni ze 
that weighted formulas 
influence individual 
placement . 

4.2 Formula data may be 
manipulated, and weighting 
may encourage this . 

4.3 Approved units are not 
ob j.ec tive . 

4.4 Use of funds is-less 
objective if not 
earmarked , 



' for ^ 



5 . 1 Usual ly no provis ion 
changes in educational • 
need or prices . 

5.2 Usually does not 

f ac i 1 i ta te program 
innovat ions /new /programs, 



6* 



J 



Table 14J! continued ) 



Minimum Foundation Program 



Advantages 



Disadvantages 



N 



5.3 From LEA general education 
viewpoint, changes in need 
and price may be 
accommodated • 

5.4 Changes from year to year 
are reflected through data 
collection. ^ 

5.5 Approved units may allow 
increased flexibility. 

5.6 Personnel unit not tied to 
child count could 
facilitate new programs. 



5.3 Usually tends to promote 
one program structure. 

5.4 Usually does not adapt 
well to needs of LEAs of 
di f ferent sizes and 
locations . 1 , 

5.5 Small districts may have 
difficulty generating 
adequate funding with FTE 

- or weights for 
handicapping conditions. 

5.6 May fail to keep pace with 
inflation if not updated 
frequently . 

5.7 Per pupil funding 
disadvantages small 
districts • 

5.8 Overall flexibility is 
fair to average. 



o 
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Table 15 



Percentage Equalizing ' 



Advantages 



Disadvantages 



1 .0 Equity 



1.1 Considers fiscal capacity. 
If 2 Adaptable to goals of 

over a 1 1 finance sys tem; 
v may promote local control 
or state minimum program. 
1.3 May /be either internal or 
external to the general 
education finance formula . 
\ 1.4 Provides for variation of 
\ "\ educational need. Some 
believe weighting does 
. this best, others prefer 

cost basis . 

1.5 Has the ability to vary 
allocation according to 
price particular tor if cost 
based. 1? 

1.6 Overall equity ia^aod . 

2*0 Administrative Efficiency 

^2.1 An open formula woii Id be 

highly predictable for the 
LEA, subject to changes in 
fiscal capacity. 

2.2 A pupil or instructional 
unit formula would have 
predictability similar to 
minimum "foundation 
program. ^ 

2.3 Cost based formula may be 
easier to understand that) 
pupil or instructional 
unit formulas'. 

2.4 Data for operating the 
formula general ly are 
available , particiMarly 
pupi 1 or ins true tftnal 
units are used. • 



if 



1.1 May not guarantee a 
minimum level of education 
if cost based • 

1.2 Weights may not reflect 
cost of 'providing services 
in LEAs with high prices 
or with a high level of • > 
severely handicapped 

• students. 
LEA special education 
administrators"may not 
favor this formula as ' 
highly as other groups. 



1.3 



2.1 Formula may require 

# extensive reporting and 
paperwork, especially if 
cost based • 

2.2 Formula does not provide 
strong incentives for LEA 
to control costs , 
especially if cost based. 
SEA may object to this. 

2.3 Predictability may be low 
** * particularly if cost^ 

based . For SEA,. 
\ obligations ar$ 

unpredictable , but LEA 
predictability may be 
impaired by proration. 
2.^4 Formula may tend to be * 
complex. 



Tabla 15 (continued) 



. ■■■/.: 



Percentage Equalizing 



'Advantages 



Disadvantages 



2.5 Limitations placed on 
funding by ,SEA 
disadvantage LEAs with 
high needs and costs. 

2.6 Accurate cost data may be' 
difficult to obtain . 

2.7 Overall administrative v 
efficiency is fair . 



3\0 Adequacy 



3.1 Formula may be made 
congruent with' state's 
philosophy of school 
finance and control. 

• Adaptable to LEA or S£k 
control* and 
responsibility . 

3.2 May include all mandated 
services, depending on how 
formula is weighted or how 
allowable costs are , 
defined. t 

3.3 Potential for adequacy 
overall is average to 
good . 



3.1 Funds that are not 
designated for special ■• 
education may appear 

« inadequate. V 

3.2 Even though SEA may Unfit 
funding* LEA cani^t 

wi thhold appropriate 
education. 
3:3 Weights may not reflect 
LEA costs in districts 
with higher prices or more 
severely handicapped 
students. 



4 Objectivity 

4.1 Data generally are 
verifiable . 

4.2 Formula calcuations resist 
manipulation . 

4. # 3 Cost based formula is more 
neutral towards ^individual 
placement, but if formula; 
is weighted, neutrality ( 
depends on weights. 



4.1 Cost jjata may be difficult 
to verify. 



4.2 Weighting may tend to 
influence placement for 
fiscal advantage • 

4.3 Formula data may be 
manipulated to LEA 
advantage • 
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Table 15 (continued) 



Percentage Equalizing 



Advantages 



Disadvantages 



4.4 Objective special 
'education eligibility 

criteria contribute to 
neutrality of placements . 

4.5 Earmarking contriutes to 
objectivity of LEA 
budgeting 

4.6 Equalization may 
contribu te to reduction in 
manipulation ♦ 

4.7 Overall objectivity is 
average to good ; 

•• \ / 

5/0 Flexibi ljty 



5.1 Has the ability to 
accommodate changes in 
need and price 

part icu larly if cost 
based. ' 

5.2 May be designed to 

f$ci litate innovations and 
i new programs; cost based 

\ formulas accommodate this 

best . 

5.3 Has the ability to fund 
program . structure designed 
by LEA, particularly if 
cost based. 

5.4 Oontinuum of placements 
may be promoted but 
depends on weights. 



5.1 Extent* of flexibility 
'depends on weights and 
- enrollment or funding 

limi tations . 

5.2 Pupil and instructional 
unit formulas, are same as 
minimum foundation program 
oh accommodatityn" of / 
changes • 

5.3 Weighted fotmalas tend not 
to -promote innovations and 
new programs . 

5.4 Weights utay tend, to. 
promote a specific program 
structure ♦ 

5.5 Special educators may„ 
regard FTE count as 
detrimental to placement 
in least restrictive 
environment ♦ 



/ < 
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Table 15 (continued) 



Percentage Equalizing 



Advantages 



Disadvantages 



5 . 5 General education 

% administrators regard FTE 
'count as facilitating 
placement in least 
resttictive environment. 

5.6 Haa the ability to adapt 
to needs of LEAs of 
different sizes and 
locations , especially if 
cost based, 

5.7 Overall flexibility is 
good . LEA, special 
education administrators 
may tend to disagree. 



4 



5.6 Weighted formulas may 
disadvantage small or 
. rural district's , 
particularly for 'Serving 
chi ld'ren with * low 
incidence handicaps. 
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Table 16 



Percentage Matchink 



Advantages 



Disadvantages 



1.0 Equity 



1.1 A high percentage of 
funding from the state may 
overcome some of the 
disequalizing effects of 
this formula. 

1.2 From SEA special education 
view, forigula may provide 
good variation of fundS 
according to educational 
need for high fiscal 

1 capacity LEAs or. if state 
• percentage is high and if 
. allowable costs permit. 

1.3 'Formula provides for 

variation in prices, from 
SEA view, as long as LEA 
can support its share of 
needed expenditures and if 
. allowable cosyts permit. 

1.4 Formula serves as an 
incentive for the LEA to 
provide special education 
services . ^ 

1.5 Promotes SEA/LEA 
partnership. 



2.p Administrative Effic 



i c^ency 



2.1 Cost containment may )>e 

£F95pteci ..liflSEA ahake'. is, 

• low, but this advantages 
only the SEA. 
Predictability for' LEA 
allocation could be . good 
i£ SEA percentage- were 
guaranteed . 



1.1 Formula does not consider 
LEA fiscal capacity. 

1 . 2 Formula promotes 
disequalization . - 

lV3 Formula usually is 

incongruent with gofcls of 
the overall finance 
system. 

1.4 'Formula may not provide 
good variatibn with need, 
perhaps because allocation 
is partially dependent on 
LEA fiscal capacity. 

1.5 Formula may not address 
price variation well^ from 
LEA view. Broratiofl and * v 
LEA .fisqaj,; capacity thay he *' 
factors . % |, ♦ • t 
LEAs with higher needs- 
must, spend moire Local <r * f 
funds . " * * * 4 V 
Overall equity i 3 poor £0 
;average . v A • 



1.6 



1.7 



•f ■ 
"1» 




2. 1 Forraula*inay require 
**• extensiye" reporting^and 
paperwork. \ . , 



2.2 
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Table 16 (continue^) 



Percerftage Matching . 



Advantages 



Disadvantages 




2.3 Formula is easy to 
understand, particularly 

. from SEA view. 

2.4 SEA may view data 
availability as good. 

2.5 Provides average ' 
administrative efficiency 



3 .0 ■ foie<pracy 

3.1 . May iijjlude? all' mandated 
•V • . . * * service* in* »fannu,Ws 
'■}■*' ■' , 4W'o^ab.ie <^S>t's from 
, . ^ p 4 *• . social. eduj^iAn, vieif. 

; *. ; » A * * '"*>' •« «l^<»ntr<»Ji * • • \ 

' \ 3» Nbt*. cp»irder#a 6o lie a.* 



■>■ ■ V ■ ■ * * 

.'■ ? it ••* >: 
ERJC , 



**** 



A* • 



2.2 



tmi ^r- 



2.3 



2.4 



2.5 



Rated fair on cost 
control, but this is 
similar or better rating 
than for other formulas. 
LEA may be encouraged to * 
spend mor.e if SEA 
percentage is high and/or 
LEA fiscal capacity is 
high. 

Predictability is fair for 
both SE!A and LEA. SEA may 
not be able to £redic t * . 
funding requests made by ' 
LEAs ,. and LEAs may be - 
subjected to changes' in 
the state's percentage. 
Obtaining accurate cost 
data may be .difficult for 
some LEAs., Expenditures 
may. be difficult to 
verify,- 

FTE and .excess cost? 
formulas may result in* 
increased reporting and 
increased difficulty in 
maintaining accurate 
formula data. ' ' 



3.1 



3.2 



Not usually congruent with 
the state's philosophy <?f 
school finance and 
control, but depends on' 1 
philosophy. 

From general education 
view, formula provides 
fair inclusion of mandated 
sey vices, b'Cit depends on 
allowable costs . 
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Table 16 (continued) 



Percentage Matching 



Advantages t 



Disadvantages 




'3.3 Adequacy of level of 

funding is* impaired /by 
proration and by low LEA 
fiscal capac i ty '• 
jfc.4 Formula provides 'fair to 
average adequacy ov'eral 1 . 



4.0 . Objectivity 

4.1 From SEA view, formula 
calculations generally 
resist manipulation* 

4.2 Formula tends to be 
neutral toward individual 
placements, although LEA 
fiscal capac i ty cquld 
affect! this ♦ 

4.3 Objectivity -of 'eligibility 
.. * * criteria contributes to 

neutrality of placements, 
4*4 Earmarked If unding, 

contributes to objectivity 
• • of LEA budgeting. 
4»5 SEA Special education 

administrators may be more 

favorable toward this 

formula. 
4.6 Formula prQvides average 

level of 'objectivity 

overall. 



4.1 Verifiability of formula 
data may be difficult. 

4.2 Foqpula data may be 

_ manipulated by the LEA. 
4. 3 Excess cost definitions 
may detract^ from 
neutrality of program 
placements*. . 



\ 
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Table"16 (continued) 
Percentage Matching 



\ 




Flexibility 



5.1 



5.2 



5.3 



5.4 



5.5 



5.6 



5.7 



Has the ability to 
accommodate changes in 
need and price 
automatically . 
Facilitates innovations 
and new programs, 
depending on allowable 
costs. 

Has the ability to fund 
program structures 
designed by the LEA. 
Allows provision of a 
continuum of placements, 
depending on allowable 
costs. 

May adapt to LEAs of 
various sizes and 
locations, but, only if SEA 
percentage is high. LEA 
special education 
administrators may favor 
the formula on this V 
subcri terion. ^ 
Flexibility is enhanced if** 
formuia is funded' current 
or f6rward. 

Formula's flexibility is 
good overall . 

I 



5.1 LEA fiscal capacity could 
limit flexibility. 

5.2 Excess cost definitic^ 
could impair ability to 
fund a' continuum of 
placements • 

5.3 Needs of districts of 
different sizes and 
locations may not be met 
if SEA percentage is low. 

5.4 SEA general education, 
finance administrators may 
view the formula less 
positively overall on 
flexibility . 
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Ta>le 17 

Full State Funding qf Excess Cost of Special Education 



Advantages 



1*0 Equity 



1.1 



1.2 



1.3 



1.4 



1.5 



1.6. 



Fiscal capacity in special 
education funding is 
completely equalized . 
Formula enhpnces the 
overal 1 le\fel of 
-equalization among LEA$ . 
Formula is congruent with 
the goals of the overall 
finance system, ^especially 
the goal of fiscal 
equali zation . 
Formula varies allocation 
according to educational 
need and price. 
Promo tes equal educaj 
opportunity for 
handicapped chi ldren . 
Provides excellent 
equity overall. 




Disadvantages 



1 . 1 May. be. consistent with 
( goals of the overall 
finance system only- if 
total, level of stfate . 
education funds is 
adequate. 



2.0 Administrative Efficiency 

2.1 From special education 
view, LEA's funding* 
allocation is predic tab le , 
but depends on whether 
funding is forward, 
current,* or reimbursement. 

2 . 2 Formula usual ly is easy 

to understand, but depends 
on how excess cost is* 
defined. 

2.3 • Formula provides average 

administrative efficiency. 



.2.1 Extensive reporting and 
paperwork/are required. ■ 

2.2 No incentive for. LEA to 
control cost. - 

2.3 From general education 
view predictability is 
fair . 

2.4 Availability of accurate 
cost data may be somewhat 
of a problem for LEAs. 

2.5 This formula will be 
favored more by the. LEA 

* than SEA. 

2.6 Determining excess cost 
cbuld be difficult. 
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Table 17 (continued) 



Full State Funding of 'Excess Cost of Special Education 



Advantages 



Disadvantages 



V 

I 

I 



2.7 May be viewed as a blank , 
check for special * 
education . 

2.8 Lack o£ cos t > control may 
raise v fears of diversion 
of general education funds 
into special education/ 



3 . 0 Adequacy^ 



3.1 



3.2 



3.3 



3.4 



3.5 



3.6 



Congruent with the PL 
94-142 'philosophy that all 
services needed for free 
appropriate public 
education must be provided 
regardless of cost . 
Level of funding is 
totally adequate from LEA 
view. 

Compatible with PL 94-142 

single agency (SEA) 

responsibility. 

Must incJLuds all mandated 

services in order tof allow 

compliance with federal 

law ♦ 

Addressed actual not 

average costs. 

Adequacy is good overall. 



3.1 SEA may view formula as 
incongruent with state's 
philosophy* of School 
finance and control. 

3.2 Encourages the idea that 
special education is a 
state program, jnot part of 
a comprehensive local 
program. 

3.3 Inadequacy of overall 
level of state funding for 
education may create 
problems for SEA budgeting 
for general education 
programs . # . 



4.0 Objectivity^ 1 

4 . 1 Formula ca leu la t ions 
usually resist 
manipulation. 

4.2 Formula is the most 
neutral of - all formulas 
toward individual 
plaoqgients . . 



4.1 From LEA +Lew formula data' 
may be difficult to 
verify. 

4.2 From LEA general education 
finance view, formula 
calculations may allow 
manipulation. 
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Table 17 (continued) 



Full State Funding of Excess Coat of Special 'Education 



Advantages 



Disadvantages 



4.3 Formula data resists 
manipulation. „LEA may 
have little incentive to 
manipu late data . 

4.4 Earmarking increases the 
"objectivity of the LEA 
budge ting process', 1 

4.5 Objective eligibility 
criteria are important for 
controlling placement. 

4. ft Overall objectivity is 
good/ 1 • 



4.3 Excess cost definition 
cou Id affect objectivity . 

4.4 Could promote Special 
education as a. "dumping 
ground 11 . 

*4.5 LEA, general education 

finance administrators ipay 
view this formula- less 
'^positively than other 
groups . 



5.0 Flexibility 

5. J This is the most flexible 
formula * 

5.2 Has the ^ility^ to 
accommodate changes in 
educational, need and .price 
automatically . 

5.3 Facilitates innovations-/ 
new programs especially if 
programs are funded 
forward or current. 

5.4 Has the ability to fund 
various program structures 
designed by the LEA. 

5/5 May promote^a contihuum. of 
placements', but excess 
cost definition may 
influence this. 

5.6 Formula adapts to needs of 
LEAs of different sizes 
and locations . ' 4 

5.7 May accommodate midyear 
enrollment changes. 

5.8 Overall flexibility is 
good." ^ 



5.1 Excess cost definition and 
allowable costs affect 
flexibility. 

5.2 State • administrative 
tulations could Irmit 




exibi lity ; 
k 
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flat grant, percentage, and weighting*, their analysis was similar -to 
• - ' .» . 

Hartman's, with the addition of equity . issues including variation in. 
educational neV&, cost, and fiscal* capacity . 29 

The present study differs most si.gnif ieantly from previous research. 

i . . v - r - v ' 

in that the 'formula classification that provided the . framework for the 

\ ■ / I . 

analysis c^f advantages and disadvantages was substantially different . 

While previous formula classifications were unique to the speciaj. 

education finance literature, this Study used types of formulas \des- 

cribed in <the*9chociL finance literatures or 'use as -general education 

finance formulas. The" classification had three advantages: (1) it 

allowed* claaslf ication into distinct categories, (2) if* included 

:^ ' ■ "V 

equalization as a major forntula characteristic, and (3) it considered 

* \ 

the relationship of the special education - formula" to the general 
education f ormula^^qnsideratiQ,tj^fequalization had' a strong impact 
ott a formula's advantages &ft*d/disadvantages , Although Moore, WalRer-, 
and Holland considered equity\in their evaluative .criteria! none of . the 
x . previous classifications used .thh^^lement asajiasigfor categorizing 
formulas. Equalization emefcgecfaS* ar^key factor &ffect£ng\ formula's * 
performance, in relation * to s tudent^p\acement / available, ser^icel^and 
other similar issues addressed -in the earlier Analyses, 

By using a comprehensive classifications-system the "relationship * ' .* 
of the special education formula to the total' ecjiool finance systjem Qftuld • x 

«* • /■ 4 • • 

a " " 4 / • ' - v 

be addressed, . The classification was suf f^c'iqjitly hcoad to include ma*y ' % M 

■ I ■ ■ s . \J 




factors that influence the/ formula's appropriaten 
tion. Within this context -ttye "relationship «<fa t 



ron^pecial jecfuca- 



is 



rsi^'*tp ! previous. 



' -■<■ 
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studies may be seen. The elements of the earlier classifications and 
their' concomitant* advantages and (disadvantages are subsets of the present 
classification. The' Hartman classification was subsumed under thip 
classification as the three .measures ef educational need, which may 

K 

apply to various formulas.' Moore, Walker, and Holland's funding mechan- 
isms alsq»were present in this classification, defined in a way that 
was consistent wit?h the school finance literature. 

The evaluative subcriteria in the^resent^study were in many* ways 
similar -to criteria employed in the previous studies, organized under 
major evaluative criteria' frequently emphasized in the school finance 
literature. Likewise, many, of the advantage? a^d ^^^axit^^es of the 
five major formulas analyzed in thii "study were similar to thQse found in 
all three previous studies. For exampLe, the effects a "formula may have 
on placement and available services, particularly in the instance of 
weighted formulas, were recognized. As Hartman illustrated , a formula/ s 
advantages and disadvantages to some -extent are a function of whether 
the formuJJk is child based, resource based, or cost basecj,. Fiscal \3 
capacity hfithly influences how these formulas affect placement, however, 
a point n5t developed by previous analyses. Although Hartman contended 
that the- type' of special education finance formula did not ( affect the, 
amount of funding available to the LEA gi ven the same assumptions this 
Appears to be true only^ if state aid is unlimited. In the context of 
state ^ducatign .budgets in a less than ideal world, however, this study 
-has shown that. the type of formula may greatly influence the amount of 
funding sPvaiXafrle • to an LEA, depending upon its approach tp equalization, 
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Finding* 



Formula Classification 



1. Formulas may be classified in the same way as general education 
finance formulas, with -the exception of fu-tl state funding o\f 
excess cost which is unique to special education. The five major 

types of state special education finance formulas were flat grant, 

% • • • i 

minimum foundation program, percentage equalizing, percentage 
matching, and full state funding of the excess cost of special 
. education. m 

2. Equalization of fiscal capacity is an important factor in 
differentiating among major types of state special education 
finance formulas. 

* 

3. Special education finance formulas may be^ either ^internal or 

■ ft. * 

external to the general education finance formula.' 
4* the measures of educational need, pupil unit, instructional unit, 
and program cost, are important characteristics for describing 
mejor types of state special education finance fojrmulas. 

5. Special education finance formula^ may be weighted in four ways:, 

<? 

a 

weighted amount per pupil unit or instructional unit, weighting 
factor used to mulitply pupil units of instructional units, 
weighted cla$s size, or. bracketed class, size in which minimum "and 
maximum pupil counts per instructional unit^ are established. 
6» The! most' common state special education finance formula in 1980-81 
was- the flat grant, used in eighteen states* Frequently the flat 
gra\t employed weighted instructional unitsX * 
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7. The second most common state special education finance, formula in' 
1980-81 was the minimum foundation program found in sixteen states 
.Both weighted and unweighted formulas and both pupltl units and j 

■% 

instructional units were commonly used. 

8. The third 'most common state special education finance formula in 
1980-81 vjas the percentage matching formula ? found in nine states. 

9. The least commonly used state special education finance formulas 
f in 1980-81 were percentage equalizing and fu\l state funding of 

\ 

\ 

excess cost. ^ / \ ' 

10. Although flat grants and percentage matching formulas ^j^xiom were 
used in general education, they were employed for' allocating 

f 

special education aid in a substantial number of states. 



gormula Analysis " / 

1* Equity, administrative efficiency, adequacy., objectivity, and - 
flexibility are • important criteria -for evaluating sta^l^fcpeclal 
education finance formulas,; a& <^ subcriteria identified -in 

this study, ' 

2. JFis'dal equalization is a' key factor in analyzing the performance o 

a state special education finance formula. 

3. A formula's measure of educational need— pupil \init < instructional 
unit, or prograia/cost — affedts^both its administrative and pro- 
grammatic performance. 

4. Basing a formula on pupil units or- instructional units tends to 

t 

enhance objectivity and administrative ef f iciency w "While providing 
less flexibility than a cost based firmula, provided i f iscal 
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5. 



; 1 

capacity is not a factor. Adequacy and equity depend ,on the extent 
and aectN*acy of weightings • 

Formulas' with program cost as their measure of educational need are 
more f^exstble and accommodate educational needs more adequately for 
the 1 * special education program- then, pupil unit or instructional unit 



6. 



* '7 



8, 



9. 



10, 



formulas, i# fiscal capacity £is not' a factor. These formulas Q 

provide less administrative efficiency and objectivity than 

* « ~ 

- formulas based on pupil units or instructional units. * 

Formulas with few factors for indicating educational need qr .far 

considering LEA fiscal capacity. are the most a jninistratively 

efficient but 'preside little equity, 7 

Formulas that consider LEA fiscal capacity or provide a high level 

of state funding afe advantageous for LEAs. <. 

Formula Weights are a useful means of measuring educational need, 

but they pose two possible problems : , '(1) they may influence 

placement decisions for individual students and, (2) they may not 

accurately reflect LEA costs. - 

P.L"/ 94-142 has created an "open demand" system in which special 
education and related . services needed for a child to benefit from 
free, appropriate public education must be provided regardless of 
cost to the LEA or -limitations placed on state aid. • 
The study results Indicated some differences in the advantages and 

disadvantages of formulas depending upon administrative role, but 

> ' i . ' ' 

the influence of role was not pervasive. Differences of opinion 

i 

between LEA and SEA administrators or between general education and 
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Orifiula than on *the otlier 




special education admin is ttat^ors were mot;e evident than differences 

among the four administrative groups (SEA -special education, S£A /* 

* 

general educa Aon. finance , LEA special education, LEA genera? 

* ■ • 

education finance). ; 

Administrative groups appeared to have ntore areas of conflict on "» t 
evaluation of^ the percentage, matching 
'major formulas " ' 
When formulas are funded at. a high levell, many of their disadvantage 
may be overcome. Weighted formulas req\iri*g funds to be speiit ift 
the' category in which they 4 were gener J^j^ would . af fee t program- 
structures , , however. « *' •* °° ^ 

When finding \s limited, consideration of 'equity factors (LEA 

fiscal .capacity educational need, aticf price of services) becomes 

* • * * * 

critical. 

* ■ * 
, ■ . a ' • " " • 

The f<l;?t, grant ig administratively efficient -and objective, but it 



*■ " 1 

has few advantages for the special education program unless funded 

■ 4 " ' 
at a high rlevel . , ' ' , • 



Minimum foundation program is advantageous from a general education 
-Respective, b^t. may no*t vary with educational need and price, 
provide flexibility, meet the needs .ot small districts, or provide 
neutrality* toward placement as well as a crost based formula. 
Percentage equalizing has the potential foil overcoming the^ problems 



is 



of the minimum foundation program,, if cost based and funded at a 
substantial state percentage. The disadvantage is that LEAs with 
higher need must spend more. 
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Percentage matching may provide gopd flexibility, variation with 
need' and price, and neutrality toward placements, if adequately 
funded. Lpw fiscal capacity LEAs may be disadvantaged. by the ' 

formula. v ' • 

V. \! . < . * 

FMljl. state funding of excess cost of special education *is the most 
adViari^ag^us formula for special education, but politically^ and .- 
fiscally it may not be feasible. ' . " 
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Project Evaluation {§' ' " '* . *,i 




"The project was evaluated throughout its desi #> u;an4;impi.ewfentah<3n' 

S3 well aa being evaluated in terms gf outcome. Because' this student 

; ft . ,~ . * • , ' - 

initiat&d project served as dissertation, research for the project " * 
coordinator, the design 'of the study and the' way . ^as implemented'' 
were reviewed and evaluated at various ..intervals bv, the dissertation * 
committee at Virginia polytechnic Institute anfe'tate .University . 
Members of the dissertation committee were Dr. David Alexander :' 
who was project director , <Dr Richard G. Salmon, associate professor 

•r * • ■ v - -v;..- ' ;•■ 

of educational administration, Dr. John 'A, McUughfih"^ 

fesso* of special fdUcatiojr administration, J)r, Ph^P R.^Jonea;'"' - 1 
v ^ • < ■ ■ ' ° 

professor and- Coordinator of the Special Education 'Administration ; - 

Program, and .'Dr.,. JeralM F, '.Robinson, prof essoftiof management. 

The following evaluation, activities. 'were perfbrmed.by the ' committee :■ 



1. Project design approved' (prospectus axaminat ion) ,' March 14 j 



2. Periodic' meetings with cotamitt^e members to eValuat^^prog.^ss 
^ and make, revisions in the design :\\Noyembet^il f Vl983 ; " 
Dec-ember 16,- 1983, February 9 , \1984 , AprilVl.6, ...198^, : Ap.r^ 
20 , ' 1984 , ' April 27 , , 1984 . ' ' , \ ' ' , . ' '.. , ' , % 

.' -""* ■ w % - ■ • '■ •« 

! 3. Dissertation, final -def.ense May U, 1584 '.v . > i 
^ In addition to^ the bngq^ evaluation by dissertation committee; 
members, the ; analys'i^of v state special education ,f inance.,f oWulas : ' 
that was developed by the reseatahet wa's evaluated, by panel of • 
experts through a . questionnaire j. as "described- in the<met,hOdQi,ogy 



..sec£ipn of this report', nine experts in^chorfl finance and special^ 
education administration, responded to the questionnaire. Their vitae 
are provided in- Appendix B. ° . " ' * "■ '". ». s • *• * 

' OisS,eminatibn • 

Project' results are, being 'disseminated, through national .meetings , 
professional journals-, arid national organizations in the. field of 
educational -administration and special. education, On March 16, 1984 
results of the project' were presented - at the. 'American. -Educational 
Finance Association annual conference "in. -Cferlando , Florida by. the- 
project coordinator, Sandra McQuain. In addition, a ninhber of 
dissemination activities are currently in progress;?., ' ' 

- . *• • • .. * r 

' - i . » * 

^ • 1: A summary o£ the< ffe Suits will be sent to tt>e fifty states 
.. \ that participated in the study by sending their finance* 
formulas', ' „ *"Y ^ 

■ t 2. An Article for publication in a' .prof Qssfo't^al journal/ is*, being 

S ,, > written by 'Sandra McQuain and Richard G\ Salmon. • ' Potential ' • 

f» . .journals that migftt publish t&e attiqle 1 are the Jpurnal of 

- - Education' Finance and* iSgcjgptiQnaJL Children . * . 

.3.,, An article ^wi'M be submitted to the Educational Resources 

. . ■ '" '* \ '■ . ' •■'.*'*' 

, "•' « v. r. 

■Information C&nter. - ■ •. ••. % > " . rf 

' . • . . ♦ ' i . • * : •/#' 

- 4. When .the associate directors 6 f the Natipnal Association 'of* 
f4t State Directors 'of . Special- Education Were interviewed at the 
■ "jVi-inceptlon, of the,-, project-,, the^ > expressed jart interest n in dissem- 
,; , , inating the results 1 to, their Members , -JI4SDSE will be Contacted 



\ * 
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in this regard. 

) 

A' report will be sent to the National Association of -State Boards 
of Education for possible inclusion in their project, which 
disseminates information on special education to state .policy- 
makers. 

A proposal for a presentatio^pf results at the national meeting 
of the American Educational Research Association will be submitted 
by August 15, 1984. ' 



ENDNOTES 



20 U.S.C. 1401 (1976). ^ * 

Division of (Educational Services, Special Education Programs,, 
Fourth Annual Report to gongress on the Implementation of Public 
Lav -94-142: The Education for All Handicapped Children Act 
(Washington, D.C. : U.S. Department of Education, 1982), p. 116. 

Mary T. Moore, Lisa J.- Walker, and Richard P. Holland, Finetuning 
Special Education Finance:' A Guide for State Policymakers 
(Washington, D.C: - Education Policy Research Institute. of Educa- 
tional Testing Service, 1982), .p. 61,, 

Ester 0. Tron,. Public School Finance Programs, 1978-79, . (Washington 
D.C: U.S. Government Printing Office-; 1980), p. 14-15; 
C Kent McGuire, State and Federal "Programs for Special Student 
Populations (Denver, Colorado: Education Commission of the States 
1982), p/60. " . " 

National School Boards Association, A Survey >of Special Edacaticto 
Posts in Local School Districts (Washington, D.C. : . "*NSBA, 1982) ' 
U.S., Educational Resources, Information Center, "ERIC Document. 
ED '18-1 577, p. 14. 

Moore, Walker, and Holland, p. 83. 

Marie Angele Thomas, "Finance: Without Which There Is Nd Special 
Education," Exceptional Children ,. 39 (1973). 476-478. " ' 

William T. Hartman, * u 'Policy. Effects Of Special Education Funding 
Formulas," Journal of Education Finance , 6 (1980), 139-140. 

Moore, Walker, and Holland, p. 78-80. 

Ibid. r . 

' • - j 

Roe L. Johns, Edgar L. Morphet, and Kern Alexander ,• The Economics 
and Financing of Education (4th ed.; Englewood Cliffs, N.J.: 
Prentice-Hall, Inc., 1983), 'p. 242. 

Eileen F. McCarthy and Daniel D. Sage, "State Special Education 
Fiscal Policy: The Quest for Equity," Exceptional t £ftll dren, * 
48, (1982), 418. , . 




89 



National Association of State Directors of Special Education, 
A Description of State Funding Procedures for Special Education 
.in the Public Schools, Washington, B.C. , July, 1982. / 

•v 

Johns, Morphet, and Alexander, p. 237-259; Walter I. Gartns, James W. 
Guthrie, and Lawrence C. Pierce, School Finance The Economics and 
Politics o f Public Education (Englewood Cliffs, N.J.: Prentice- " 
Hall, Inc., 1978) , p. 182-208; Percy E. Burrup and Vern Brimley, 
Jr " Financing E ducation in a Climate of Change (3d ed., Boston: 
Allyn and Bacon, Inc., 1982), p. 182-20£; 241-268. 



Philip R^feenes and William R. Wilkerson, "factors to Consider 
in Planning Special Education Financing," Futures in School Finance 
Working To ward a Common Goal , eds. K. Forbis Jordan- and Kern ~ 
Alexander,. -Proceedings of the 17th National Conference on School 
Finance, March 17-19, 1974 (Bloomington, Ind . : Phi Delta Kappa, 
1975), p. 168; Thomas, p. 477-478; Frederick J. Weintraub, Alan 
Abeson, Joseph Ballard, Martin L. LaVor, Public Policy and the 
Education of Exceptional Children (Reston, Va. : Council for l ' 
ExcepHrfhal Children , 1976), p. 210-211. 

McCarthy and Sage, p. 418. 

Sandra McQuain, "An Analysis of State Special Education Finance 
Formulas, ** (Doctoral dissertation, Virginia Polytechnic Institute 
and State University, 1984), p. 36-39. + 

See" McQuain, p. 106-175 for a full' discussion of the ' researcher ' s 
analysis before the panel evaluation. ' 

Ibid. 

Burrup and Brimley, p. 186. 

v " 

<* 

Garms, Guthrie, and Pierce, p. 192. 

Johns, Morphet, and Alexander, p. 253} Charles S. Benson, The 
Economics of Education (3d ed . ; Boston: Houghton Mifflin Company,' 
1978), p. 306-307, citing Erick L. Lindman, The Development of 



an Equalled Matching Formula for the Apportionment of State sftool 
Building MA (Seattle, Washington, University of Washfng&pn Press, 
1948),. p. V-8.' • • W 



Burrup and Brimle^.p. 250; Johns , Morphet , and Alexander, p. 256. 

Maureen' W. Murphy, M. David Alexander, and Richard G. Salmb/f 
An Analysis of the Allotment of Federal Vocational t Educatri/n Funds , 
Department of Education, • Of f ice of Vocational and Adult Education 
1980, p. B.6. 7 




90 



25. Frederick J. Weintraub.^Clan R. Abeson, and David L. Braddock, 
State Law and Education of Handicapped Children, Issues and 
Recommendations (Arlington. Va. : Council fo* Exceptional Children 
1971) , p. 64. • . y 

26. See McQuain, p. 106-175 for full discussion. .. 

27. Thomas,, p. 475-480. * . 

28. Hartman, p. 138-144. 

29. Moore, Walker, and Holland,* p .84-88. 

30. Hartman, p. 147. 




ERIC 



' .95 



$2 



) 



An Anolytlt of Stat* 



Formula 



pecial Education Flnonce Fomnjlai 
Nome 



Picas* rat* tnii formula os.you would IF you ware o 



Evaluative Criteria 



How does thl 
formula rote? 



poor 



excellent Not 



EQUITY 

Ability to equalize flscoK* 
copoclty 



Coogruency with opals of 
ovaroll H nonce rysrom 



Ability to vary allocation 
of funds according to •due otl anal 
need 



Y 



Ability to vary allocation of 
fun as according to price of 
services 



Overall rating for ocfuity 



APMINISTHATIVt EFFICIENCY 
Amount of reporting and poporworit 
required is minimized 



Provision of Incentive 
for LEA to control cost 



Predlctabl llry of UA'i 
funding allocation 



flat* of understanding Sow 
formula oparofs 



Avallobltlry of aeeyfate 
dor a far operating formula 



Overall raring for odmJnlsrraHve 
efficiency 



\ AO€QUACY 
Congruency of formula with itate'i 
philoeopby of school finance and 
control 



Inclusion of oil mandated tpecidl 
education services 



Ovaroll rating for odoquqpy 



OejECHVlTY 

'Vorinobllfry"of formylo data 



Resistance of formula eoiculotlfSm 
fp manipulation 



Neutrality of formula toward 
individual program placements 



ftoslltonco of de>o to manipulation 



Overall rating for objectivity 



FUXIBIUTY 

Ability to oc commodate changes 
irt educational needs or prices 



Facilitation of 



innovations/ 



How important is 
mis criterion? 



Highly 
Important 



Comment^ 



■f 



Go to next page. 
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Evaluative Crlterio 



Ability to fund various program 
ttrvchx— doiignod by L£Ai 



How doet thii 
formula rate? 



How important ii 
thii criterion? ConWnenti 



poor 



t 2 3 



excellent No? Highly 

important important 

4 I 2 3 4 » 



•I 

Promotion of o continuum of 
placement* 


. 1 2 , 


3 


4 


' 1 


2 


3 


4 




) 

i 

i. 


Adaptability to ntwii of L£At of 
various ut— and location* 


\ 2 


3 


4 


c 1 


2 


3 


4 




\ 
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Overall rating for flexibility 


1 2 • 


3 


4 


1 


2 


' 3 


4 
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At yoo know, Kow one rote* o formula may be Influenced by one'i role and re«poniibilltie». You have been aiked to rate the above 

formula from the perspective of on . If you were on . _ ; u / 

would your aniwen change? 

|f to, how would they change? If not, why would they remain the wme? ^ 



If you were an * y ^ would your antweni chanoe? 

If to, how would they change? If not, why would they remoin the tome? 



s If you were on « v0uf eHonge? 

If *>, how would rhey change? IF not, why would they remain the tome? 
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fj 
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3 3 
a a 

3 1 
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Ad»inUtrat iva 
Iff Iclancy 



MUiayuai foundation 
_ frogfan 




1.0 I 

I.S 1 

1.0 1 

1.0 1 

1.0 1 



1.0 2 
1.0 1 
2.0 4 
2.0 1 
1.0 1 

{.> 
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*i t 8 g 

MM U M 

3 J 3 3 

a a a a 

111 1 

i* o iA <J 



i IS 

A3 SI 



1 1.0 1 
1 1.0 1 

1 l.i 2 

3 1.0 2 
1 1.6 2 



2 1.0 2 

1 4.0 1 

2 1.0 1 
1 2.0 1 

1 2.0 2 

2 2.S 2 



Farcaniaga 

HMthtna 



l 5 5 




0 1 

0 2 

0 1 

0 1 

J 1 



0 2 

0 1 

0 2 

0 1 

0 2 

0 2 



full 



Siat* funding 

iMlif Coil 



I I 

i 9 

a .a 

a 1 

i ■ \ 



1J_1 



4.0 4 4 
4.0 1 t 
4.0 4 
4.0 4 
4.0 4 



2.S 2 
1.0 2 
1.0 1 
4.0 1 
4.0 2 
l.S 2 



Ad a quae y 



1.0 1 
1.0 1 
1.0 <l 



1 1.0 1 

2 1.0 1 
2 1.0 2 



J 2 
0 1 
S 1 



Objact jvlty 



1.0 1 



1^.0 1 

J 2.0 2 

1 1.0 2 

1 2.0 2 

1 2.0 2 



0 2 

0 1 

0 1 

0 1 

0 1 



4.0 1 
4.0 4 
4.0 4 



1.0 2 
4.0 1 
4.0 4 
4.0 I; 
4.0 1 



flanlblllty 



1 
1 
2 
2 

0 2 

1 2 



1 1:5 2 

1 2.0 2 
4 2.S 1 
1 1.0 2 
1 2.0 2 

ft 

1 2.) 2 



0 1 

0 1 

0 4 

0 1 

0 4 

0 1 



4.0 4 
4.0 4 
4,0 4 

i.sr 

4.0 4 

4.0 4*. 
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.Nelda H. Cambron-McCabe 

Education » • ( 

B.S. Florence State University, Florence, Alabama, 1969. 

M.Ed. University of Florida, Gainesville, Florida, 1-974. 

Ph.D. University* of .Florida, Gainesville, Florida, 1976. 

i 

Selected Experience 

Research Assistant, National Education Finance Project, 1973-74. 
Assistant/Associate Professor, Educational Leadership, Miami University 

Ohio, 1978-present. 
Executive editor, Journal of Education Finance ', 1978-1982. 
Associate director for School finance studies in Arkansas, West v 

Virginia, and for Indiaa eduaation programs. 

•. \ • 
i, . 

Selected Publications . 

\ \ 
( t • 

K. Forbis Jordan and Nelda' fl. Cambron-McCabe, eds. Perspectives in State 

Sch ° o1 Support Programs (Cambridge. Mass.: Ballinger Publishing 

Co., 1981). i ( - 

Nelda H. Cambron-McCabe andV James A. Hale, "Cost of Educational Programs 
m Tennessee," Report \b the . Tennessee School Finance Study 
Project, Mar»h, 1979. ' \: . - 1 

"Mains treaming: Implications;! far Special Education Funding," 
Educational Considerations (Spring, 1978) 32-35. 

: * ' ' 

Organizations 



American Education Finance Association (president 1983-84); American 
Educational Research Association ,' NOLPE, Phi Delta Kappa.' 



•J 



\ V i 
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William H. Coclrcan. _ 



Deputy Superintendent of Pub lic Instruction 

Department of Education ° ' 

P. 0. Box 6-Q • » .04 h 

Richmond, Virginia 23216 

(804) 225-2024 

Education 



A.B. Lynchburg College, 1949, Business Administration. 
M.Ed. Duke University, 1958 . *% • 

Ed t D. University of Virginia, 1968. 

Selected" Experience 

Elementary principal ^ Martinsville , -Virginia , 1957-59 . ,H 
Supervisor of secondary education, Roan6ke, Virginia, 1961«!L 
Superintendent of schools, Radford, Virginia, 1962-71. 
Assistant Superintendent ^or Administration and Finance, Virgi 

Department of Education, 1171-73. 
Deputy Superintendent of Public*Instruction , 1973-present . 
Governor's Committee on Education of the Handicapped - 1976-77, 
Lecturer in school finance, University of Virginia, 

Selected Organizations * 

American Association -of School Administrators, Phi Delta Kappa," 




M,A. .Western Kentucky State College, 1957 "] • •/ . " 



4 . 



Ed.D. Indiana University,' 1961 
M.A. .Western Kentucky State C< 
A.B. Western Kentucky. State Allege, 135.0 " 

Selected Experience " ' ' \ ? : ■, */' -^V. . ■ V. 4 /. . ' 

~ t .• * ' ,,x '" • * > 

Senior Specialist in Education, • Congressional Research Service, •»'■ 

Library of Congress, Washington, D.C., I977«-ptesetftl. ' . t f .'■ ; 
Executive Secretary, Commission on School's, North Central Association 
■— - ' of Colleges and Schools* 1975-77. • \ 
Professor of Educational Administration* University' hi Florida, 

1971-73'. , . ' : ■ ;• ; % ; * 

Faculty member, School of Education', Indiana University ,vl959-7L» 
Research Director, National Educational" "Finance project, '19.72-74.* 
Finance Specialist, National Educational Finance" Project, 1970-7,2. . 
Board of Directors, American Educational Firiance Association 1 , ' " 

1978-80. ,. a *•"■'' O . *Vi " 

Major school finance consultancies and s tudies-j, for :V Indiana, 
Illinois, Texas, Massachusetts, Delaware-, rBureati of -Indian 
Affairs, South Dakota, Virginia, Kentucky, Missi^ippi. 

Selected Publicatfions 

" " ~ ■'»".•:. 

Educational Need in the Public Economy , The University Press of 

Florida, Gainesville, FL, 1976 (co-editor and principal author A . 
with Kern Alexander) . . - 

Perspectives in j tats School Support Programs , Cambridge, Mass.: 

• Ballinger Publishing Company, 1981 (editor with Nelda Cambron- 
McCabe) . > «4 „ 

"Constitutional Methods of Financing Schools,, " in Constitutional • • * ' 
Reform of School Finance , Lexington, Mass.: Lexington Books/ 
1973. ( <* * t ^ 

"The Weighted Pupil: Afi^Opportunity for Program Flexibility and 

Improvement," Journal of Education Finance , Spring, 1976, ^~ 
^ p. 534-539. T "~ 
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Myf. ; ..f hfiBititif. of aittv Madison? . 19-52 $>vts'pV& ial . 'educa t 



:ion and 

* >■. 



■>'• B.S, ,*.^XV»«4e-«'fei54Pi;' % * E&ca t ion of Exceptional 

Experience* 0 <. ' , - . ' « 

;.■ Milwaukee Public "Schools *and University of Wisconsin*, Milwaukee 
Critique teachVr, special education, 1946-49.- 
Wiscofialn State' Supervisor of Exceptional Children and Consulting • ' ' * 
Psychblogist to Crippled Chi Idren Division arid Wisconsin School for 
the ^Handicapped ,C .;449-56 . 
, Lecturer in special edjwjation administration, and curriculum, University 
of "Wisconsin Madison, 1960-1975. s . ■ !. V- 
% Administrator of the- is ion for. Handicapped Children and Assistant 
r, Stat* Superintendent of- Schools for,' ^Wisconsin Department of Public 
\ \ . Instruction', •1956^19/5. / v \. . ' * ; \ 

Supervisor, Early Childhood Programs, Division for handicapped ChildVen 
, 19X5-1983. r ' ' . • * * •• 



> 



Selected Organizations , » • ... .- „_ 

. •.; , ■■' ,. ' ••" . 

Council for Exceptional Children, " National Association 'of Stated 
r Director's of Special Education;, American Association on Mental- 
Deficiency', Consultant- to U. S. Department of Health Education and 

Welfare. . , , ' ' "- . " ' . 

* ■ " . " - " . 

Publications * ' . *" \ 

■ i n - ,j» « ■ „ 

Over 70 articles and book chanters published ip national publications. 



J- 
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Vart D. Mueller 



" Br. Mueller "has. been- a professor of " I&ucationftl...-p0Ucy and ' 
Administration, at the, Uaivejrsi-ty' o£ Minnesota since' 1964% serving as. 

• department Chairman from 1972-1981.''. He has. Ka£ teaching -aftd " .*...' 

" administrative ' experience? Jo Michigan Pub lie 'School* and the Michigan " 
Department of Public Instruction i> S'chtfdl ' finance ; and citizen ' 

/.involvement in- education policymaking are 'his areas -of teaching* and 

. research specialization,- ' : ; . .. ■ „,... 

k * , - ' . ■ * " i . ' •• 

, Recentf state government experiences include •a'j.fulj -time ass ignment 

vijth the Minnesota State, planning Agency •"directing; a series -of school 

finance studies,^ coordinating the Minnesota Site .of the Education Policy 
^Fellowship Program^ t ch*a^ing the' TegislatiVely established / Advisor.y .' 

Council on- Fluctuating School Enrol lmerits ' ahd two State tfe^r tment ~df ' 
.Education Task Forces on School Finance; Regents represetfoatiW to the 
'Education Commission, of the States'. Dr. Mue'Uer; served as' Kcotrsu leant 

to schobl^ districts in^.-lO spates, and to state school finance studies in 

Indiana and Michigan during phe late. 70s. " 

,«.-,'* , • . " . * y 

Dr.t, Mueller served for 5 *y«£ars on the ; Board of Directors .of> the 
National «PTA and ' is a pas t -president of ; the" Mi"nnesot| PTA* He currently 
.serves pn the Board eff Directors of the Minnesota PTA a,s*rlegi-s Utive 
chairma't. He is an -active member . of "the lift* ri cad .and Minnejso'ta - 
Associations 'of School Administrator is-, as; wel l' as " ttve American Education 
Finance -.Assoc Ration where he 'ha* served, on the Boa^d.of *%Directorv and as 
c6-editor of "the Association b s Rifth;. Annual Yearbook . Currently Dr.:.' 
Mueller, is a member of. the Center "fp^ .Urban; and Regional Affairs ' Panel 
on the Future/of Public Education ^in. Minnesota and" is\staff, coordinator 
for the Improving . Education in* Minnesota program of Spring Hill Center* > 
"» * »"• . .. ." ' . . 

• ; Dr. Mueller j.3;a graduat.e of /'Central Michigan and " the University . of 
Michigan. His doctorate in educational administration is^from Michigan : 
J State University. ; In 1980, MSU honored him with a distinguished" alumni 
award . • - . •*. 
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Richard A. Rossmiller 4 

'ft 

Education ,' \ 

B.S. Univera.i$ ;0 f Wisconsin, Madison, Agriculture and education.* *' 
M.S. University of Wisconsin, Madison, Educational administration. 
Ph. D^niversity^of. Wisconsin, Madison, Educational administration. 

► " Selected Experience ^ • ' T 

Superintendent,. Muakego-Norway (wW) Consolidated Schools, 1961-62 
Professor of Educational Administration, University of Wisconsin ' ' 
Madison^ 1962-.present . Chair, Department of Educational 
Administration, 1981-present . * ' 

^^"an^Michiga'n' 6 Depaiftinen,:s of E ^"tion « Tennessee, Pennsylvania, 
• 'Expert witness in cases involving state school finance systems in -New 
•; Jersey, Colorado, Maryland, and West • Virginia , and fn New Mexico 
Association for Retarded Children v. State . 

Selected Publications and Research * / 

Expenditures and Fundin g Pat terW/in Idaho's Program for Excepti onal- 
Children. Madison , Wis . : Jh^ "author , 1979 . • 

"Dimensions of Need £ir Educational Programs' for Exceptional Children " 
ln Dimensions of Educational Need eds . R. L. John^JCern 
; Alexander, 'and R. A. Rossmillef^CGainesville , Florida: National 
Education Finance Project, 19^fc 

•"Resource Configurations and Costs* in Educational Programs for. 

Exceptional Children," Admittt strative Leadership . 8 (Fall, 1972) 

"Funding and Entitlement Under P.L. - 94-142 ," Per spec ives on * 

Implementation of the Educati on for All Handicapped Children Act of 
1975, eds. R. A. Johnson and .A. ?s Kowalski (Washington* D.C.- : — 
Qouncil of Great City Schools y , 1977 ) . ' ' 

"Program Patterns and Expenditures for" Special Education id Smaller 
School Districts," Journal of Education Finance" 7(1982) 381-402. 
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M. Angele Thomas, Ed.D./ 

^ * 
' Dr. Thomas' has/ spent the past 21 years in the field of, special 

educatidn. Presently, she is the Director of Alternative Education for 

Manassas Park City Schools , Manassas Park, Virginia; and adjunct 

professor at Virginia Polytechnic Institute. and State University, and 

Marymount College, Arlington, Virginia .' She holds a masters degree in. 

..special education froin St. Louis University in 1968 .and a doctorate in 

" special . education administration from Tndiana Univ^erlsity in 1'973'. Dr. 

^Thomas has been a teacher of the mentally retarded and a profesor of 
special education both .at the graduate and undergraduate^ levels . For 
eight years she was editor of a major Special education publication, 
Exceptional Children^ She served on boards of many professional 

"associations such as the Indiana Association for - Retarded Citizens-, 

President Carter'^ Commission on Mental Health, and a Consortium on "the 
^ Representation of Handicapped Individuals in Educational Materials. She ' 

, had been consultant to school districts, state departments of education 

. and* the Institute for the Study of Exceptional Children and Youth; ^ 
University of Maryland. The National Association of Retarded Citizens ' 
named fter EdGcator of A the Year, and the American Academy of Achievement 
presented- Dr.. Thpmas with, .the • Golden Plate Award fo.r'heV work in special 
education. . 
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Lawrence Donald Vuillembt 

' . .. • / 

^ Special Education District of Lake County 
4440 West Grand Avenue 
Gurnee, Illinois 60031 
(312) 623-0021 ' 

- , 

Education , * 

Bache^r'.s degree fastem Michigan University, Special education. 
M.S. University of Michigan, Administration and Supervision of Special 
Education. , 

I ' /. ' 

Experience 

Consffcant to the**Cooperative Joint Agreement Mod*l for Minnesota Stat 
Department of Education, Indiana University, University of 
Illionis, Montana State Department of Education, and Western 
Interstate Commission f or Higher Education, 1960-present . -r 
Superintendent of the Special Education District of Lake County ' 
, 19§0-presewf-f> ' 
As the director who started" S.E.D.O.L. , L. D. Vuiflemot has 
„ - taken the prograip from four teachers in 1960 to 570 
. professional and clerical staff serving 2,489 students. 

Board ^of Directors, Lake-McHenry Regional Program, 1967-70, $ 

Selected Organizations 
/ • . ■ " 

American Academy of Pediatrics, American Association of School 

Administrators,; Council for Exceptional Children^ Illinois State 
Advisory Councij for the Education of Exceptional Children. 



